“YOU CAN BUILD UPON THE FAITH AND 


HONESTY OF THE AMERICAN PEOPLE” 


 powy business man tries to deter- 
mine his income for a vear—then 
commits himself accordingly for men, 
materials and improvements. That is 
safe, sane and solvent procedure. 

“A family, too, or an individual, 
thanks to sound instalment buying, can 
make its financial commitments against 
income, buying labor-saving and com- 
fort promoting household appliances on 
a prudent basis, enjoying ownership and 
use from the day the purchase is made. 

“Sound instalment buying means the 
purchase of substantial merchandise on 
a pay-as-you-use’ basis. Iris quite differ- 
ent from going into debt for numerous, 
unimportant things. Sound instalment 
buying has made mass production 
possible, because it has given honest, 
energetic people the ability to buy the 
useful and durable things that factories 
produce. It has helped to put millions of 


Noted Economist Outlines Virtues of the “Pay-as-you-use”’ Buying Plan 


By Col. Leonard P. Ayres 


American people on American payrolls. 
“IT do not condone heedless buying of 
unimportant things, by instalments or 
otherwise, but I believe that a plan 
which permits the purchase of things 
that really make life better, and the use 
and enjoyment of those things while 
they are being paid for, is basically 
sound. Authorities point out that very 
few, who agree to pay in regular instal- 
ments, fail to keep their promises. That is 
why I say you can build upon the faith 
and honesty of the American people. 
“Credit is an advantage that should 
not be confined to the rich. The average 
man needs it more than an ‘upper 
bracket’ individual. Credit is the just 
privilege of every honest, industrious 
man. And that is what instalment 
buying really is—the extension 
of credit to those who need it 
and who rightfully should haveit. 


“We would pay much more today 
for our automobiles, trucks, automatic 
refrigerators or radios, if they were 
not subject to mass production and 
mass sale. No factor in our economic 
scheme has been more effective than 
instalment buying in putting employ- 
ment up and keeping prices down.” 


* * * 


The Commercial Credit Company . . a great 
financial institution to serve the American 
family . . offers you a time-payment plan 
which enables you to invest regularly a small 
part of your income in durable possessions 
contributing to family health, comfort and 
happiness. This is a form of saving that pays 
dividends in better living. When you buy 
on time, ask your automobile, truck or home 
equipment dealer to finance your pur- 
chase on the Commercial Credit Com- 
pany plan and enjoy the advantages 
of low cost and courteous treatment 
with adequate insurance protection 


COMMERCIAL CREDIT COMPANY 





Credit Bankers to America’s Families BALTIMORE Capital and Surplus over $64,000,000 
Wholesale, Retail Instalment and Open Account Financing, Factoring and Credit Insurance through subsidiaries 
SERVING MANUFACTURERS, DISTRIBUTORS AND DEALERS THROUGH MORE THAN 250 OFFICES IN THE UNITED STATES AND CANADA 
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Wittiam QO. Dovuctas, the Chair- 
man of the Securities and Exchange 
Commission, has commanded our 
respect for some time as one of the 
liberals who can really justify their 
label—whose_ liberalism consists in 
insistence upon progress in a broad 
sense, rather than in violent oppo- 
sition to any and all parts of the 
old order simply because they are 
not new. His latest speech has 
brought .many others into agree- 
ment with our opinion of him, for 
it is not only conciliatory to the 
brokers, it goes further and in any- 
thing but a defeatist spirit proposes 
active cooperation with them. Mr. 
Douglas sees no reason why the in- 
terests of the investing public can- 
not be served without crippling the 
brokerage machinery. He is un- 
doubtedly right. 

One suggestion in particular, out- 


With T tie Editors 





proposal is that brokers turn over 
to a mutual trust company the dut- 
ies of holding securities and cash 
for their customers, making deliv- 
eries, transferring certificates, and 
performing practically all the pres- 
ent functions of a cashier’s cage. 
The main objective is to safeguard 
investors against any possible loss 
through mismanagement of individ- 
ual brokers’ affairs. Because we are 
thoroughly in sympathy with the 
purpose and because we are con- 
vinced that the scheme would have 
the intended effect, we are definitely 
in favor of it. 

There are so many angles to a 
change of this sort, though, that 
the approach to it should be very 
careful. There will be drawbacks, 
possibly in the form of interference 
with the functions and earning 
power of the banks, probably in a 





way to reach the same objective 


with a less severe wrench of the 
status quo, it should be found now. 
Whatever the answer, the investor 
is surely entitled to first considera- 
tion in arriving at it. 

The manner of bringing the pro- 
posal forward is particularly refresh- 
ing. “The suggestion is only tenta- 
tive,” savs Mr. Douglas. “If we 
agree that the idea has merit, we 
will be happy to cooperate in the 
establishment of such an institution 
in a form which can best serve the 
interests of all.” Here is one case 
where a problem which has existed 
for a century need not be solved 
inside the week. Too many “re- 
forms” such as the tax on undistrib- 
uted profits have been jammed 
through in a frenzy of haste as if 
thought or study would be imper- 
tinent to the originators. 





lined in the same speech, has caught reduced demand for office space in Our congratulations to Mr. 
the attention of the Street. The the financial district. If there is a Douglas. 
e * * IN THE NEXT ISSUE * * 8 
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Which Are the Most Profitable Buys in a Recovery Cycle: 
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—by LONG DISTANCE 


Pick up your telephone before you pick up your 
traveling bag. 


Your voice is really you. Use it every trip to 
arrange appointments in the towns ahead. It 
will save you a lot of waiting time and wasted 
visits. Or it will bring more buyers into your 
sample room. 


Advance appointments pave the way, provide 
useful information, make your personal visits 
fore productive. Between trips, too, you can 
use the telephone to maintain friendly con- 
, tacts, announce price changes, confirm ship- 
i ping instructions, clear up complaints. 


Long Distance is fast, adaptable, and particu- 
\larly profitable at today’s low rates. <= 
See samples below, or look in the 

ront of your telephone directory. 


Here’s how little it costs to telephone! 


ra 
Fae DAY except NIGHT and 
Z “BETWEEN THESE POINTS suman e SuubAY o 


* Cincinnati, Ohio . . . Louisville, Ky... . $ 50 $ .35 
Little Rock, Ark... . . Shreveport, La. .. J 
Topeka, Kan. .... Chicago, III 

“= Foledo, Ohio Sioux City, lowa . 

New York, N.Y. . 
Washington, D.C. . . Reno, Nev 


* 3-minute station-to-station rates. Night rates are in eect 
from 7 P.M. to 4:30 A.M. every night and all day Sunday. 
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The Trend of Events 


VOLUME IS THE KEY... The general movement of 
commodity prices continues downward, with raw mate- 
rials falling more sharply than finished goods. If the 
low point of industrial stagnation is to be reached some 
time this summer, as most economists believe, the period 
just ahead should represent the final phase of deflation 
for raw materials. Their renewed weakness is chiefly 
the result of ebbing industrial activity, rather than a 
cause of it. Given an industrial upturn in late summer 
or autumn, prices of raw materials will begin a recov- 
ery promptly. 

Prices of finished goods—raised abnormally fast in 
the 1936-1937 wage-price inflation—are not yet ade- 
quately deflated. Therefore they may not, and should 
not, have any general advance when business volume 
starts upward. There is some analogy between the pres- 
ent depression and that of 1920-1921, in that excessive 
inflation of prices and inventories played prominent 
causative roles in each. For this reason it is illuminat- 
ing to go back and examine the price movement accom- 
panying the economic recovery which began in 1921. 

In that year industrial production turned up in May. 
Prices of raw materials began to recover within a few 
weeks, but finished goods continued to decline for many 
months. On an average they fell an additional 10 per 
cent in eight months while industrial activity was in- 
creasing by 14 per cent. To cite a few specific examples, 
composite price of iron and steel products declined 





nearly 25 per cent between May, 1921, and March, 
1922, while over this period industrial activity increased 
about 25 per cent. Textile prices showed no recovery 
until four months after the business cycle had turned 
upward. During those four months non-ferrous metals 
declined 9 per cent. In ten months of rising business, 
building materials declined approximately 8 per cent. 
After a year of revival in industrial volume, shoes were 
13 per cent cheaper than in May, 1921, chemicals 10 
per cent cheaper and house furnishings 12 per cent 
cheaper. While these prices were declining business 
profits were rising. 

History, of course, does not always repeat, but there 
is no fundamental economic reason why we cannot have 
a recovery in business volume and in the more depressed 
raw material prices, while gradual deflation of prices of 
finished goods continues for an extended time. 


$ 


PRIMING POLITICAL PUMP .. . Senators seeking to 
restrict future use of Federal funds for financing muni- 
cipal power plants quite obviously have logic and com- 
mon sense on their side. President Roosevelt’s relief- 
recovery bill was put forward for the avowed purpose 
of priming the pump of private industry. Putting 
private utility plants out of business by lending and 
giving public funds to municipal competitors certainly 
will prime no pump. 
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Nevertheless Mr. Roosevelt and the anti-utility lib- 
erals in the Senate are determined that no strings shall 
be put on this part of the P W A program that the util- 
ity-hating Seeretary Ickes will continue to administer. 
There are two inescapable conclusions that one must 
draw from this performance. First, despite tentative 
gestures of peace in the T VA area, there has been no 
significant change in the New Deal’s bitter hostility 
toward the private utilities. Second, President Roose- 
velt and his Leftist advisers have a much keener inter- 
est in priming their political pump than in economic 
recovery. It is no coincidence that New Deal spending 
is rising in an election year. From summer to autumn 
the number of people on Federal relief increased sharply 
in 1934 and 1936, both election years; but decreased 
considerably in the non-election years of 1935 and 1937. 
It is no coincidence that per capita Federal expendi- 
tures in politically doubtful states have consistently 
been much greater than in such assuredly Democratic 
states as Mississippi or South Carolina or such a hope- 
lessly Republican state as Vermont. This is pump prim- 
ing all right, but with an objective somewhat different 
from that piously proclaimed. 


MERCHANTS BUY .. . Goods that people really need 
can always be sold, provided the price is attractive. An 
increasing number of large scale merchandising enter- 
prises are now putting this well known theory into prac- 
tice, as one can observe by scanning the retail advertis- 
ing in any newspaper these days. This is not a matter 
of clearance sales to get rid of existing retail stocks. 
which on a national average are not excessive. Large 
department stores and store chains are systematically 
buying surplus stocks of manufacturers in large lots at 
substantial price concessions and are passing the saving 
on to their customers. Some of these aggressive sales 
drives involve new inventory commitments running 
into millions of dollars. 

This is a hopeful development, offering promise of 
contributing to the cause of general recovery by increas- 
ing the movement of goods into consumption. It is 
probable that recovery in any event will be first felt 
in the consumption goods industries. It is here that 
necessary adjustments incident to a period of deflation 
have made greatest progress. It is possible that we are 
seeing the final phase of the consumption goods slump 
when large and experienced merchandising firms believe 
the time is right to shop around for goods in big vol- 
ume. In just this fashion one of the biggest department 
store enterprises in the East is now driving for business. 
precisely as it successfully did at what proved to be vir- 
tually the bottom of the 1920-1921 depression. 


PAYROLLS LOW, WAGES HIGH ... The American 
veople, including the millions of wage workers, are pay- 
ing a terrific price for the mistaken notion that high 
wage rates and high purchasing power are synonymous. 
This obsession is not new with the Roosevelt Admin- 
istration nor with the present order of short-sighted 


labor leaders. Back in 1930 President Hoover was plead. 
ing that wage rates be maintained, much as King Canute 
vainly ordered the tide to recede. He merely delaye 
and impeded unavoidable deflationary adjustments. 

The New Deal is repeating Mr. Hoover’s error in a 
bigger and better way, with the enthusiastic coopera. 
tion of Mr. William Green, Mr. John L. Lewis and 
others who know more about labor union politics than 
about economics. Wages, they say, must not be cut 
for that would reduce purchasing power. The simple 
fact that we now have a depression proves this theory 
is nonsense—for hourly wage rates in manufacturing 
industry are right now higher than they were in 1999. 

Due to the stubborn opposition of the unions and 
the Administration, there has been very little wage cut- 
ting. Well, then, why has the bottom fallen out of 
purchasing power? The answer is easy. While labo 
may not be a commodity, it certainly is not inimune 
to the ancient laws of supply and demand. Economic 
balance is destroyed when wages in manufacture are 
frozen at a level out of line with the incomes of non- 
wage workers, including farmers. When that happens 
—as it has now happened—something must give way. 
What has given way is business volume and employ- 
ment. Lower volume and lower employment mean less 
in weekly pay envelopes and therefore less purchasing 
power, regardless of hourly wage rates. The latter are 
still some 8 per cent higher than a year ago. but em- 
ployment in manufacture is down 20 per cent and pay- 
rolls down 30 per cent. 

Although he has not been able to do anything about 
it, Mr. Roosevelt knows that “out of line” wage rates 
in construction are an obstacle to a building revival. 
He is apparently not aware that precisely the same 
economic principle applies to “out of line” 
every other field. 


wages In 


RAIL CRISIS DEEPENS .. . The financial position of 
the railroads is now worse than in 1932-1933. This is 
due in part to the combination of general depression 
and continuing diversion of traffic to competing car- 
riers. But it is also importantly due to the unjustifiable 
wage exactions and costly work rules dictated by the 
politically powerful railroad labor unions: to the chronic 
refusal of Congress to deal with the rail problem in 
either realistic or statesmanlike fashion: and to the re- 
fusal of the ICC to grant rates which constitute a 
fair price for the service rendered. 

In dealing with none of these difficulties does rail- 
road management have a free hand. To only one of 
them—a wage level above that of 1929 and far out of 
line with prevailing economic conditions—is there any 
feasible remedy that can be applied within a reason- 
able period of time. Pending the results of govern- 
mental efforts to devise emergency help for them. the 
railroads delayed their demand for a wage cut. When 
the proffered official remedy turned out to be merely 
more Federal loans for roads unable to earn charges on 
present debt—and on terms none too generous—the 
carriers served notice they would initiate action look- 
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ing toward a 15 per cent wage reduction. Whereupon 
the politically-minded Senators in charge of the rail 
loan bill promptly abandoned it, saying they would not 
permit Federal loans unless the railroads agreed to main- 
tain present wage scales. 

Such is the position today as an increasing number 
of railroads move toward bankruptcy. From present 
indications rail management will stand firm in its de- 
mand for a wage reduction. We hope it continues to 
do so. The broad issue confronting us is whether private 
ownership and operation of the railroads will be granted 
terms under which it can survive or whether we shall 
continue the present drift to inevitable Government 
ownership and its accompaniment of political waste and 
inefficiency. In further delaying the choice there is little 
or nothing to be gained, and possibly much to be lost. 
It is essentially a political decision, and there is some- 
thing to be said for bringing that fact dramatically to 
public attention. It is no longer worth while for rail 
management or security holders to compromise and re- 
treat. The time has come for a show- 
down and a fight. To fight with even 
the faintest chance for success is bet- 
ter than to lose by supine default. 


A BILLION BUSHELS OF WHEAT... 
With weather reports continuing to 
favor the winter wheat belt, the prom- 
ise of a bumper crop daily grows closer 
to realization. But as crop prospects 
have improved, prices have tumbled, 
recently reaching a five-year low. With 
the exception of the 1930-34 period, 
the price of July wheat is the lowest 
in thirty years. In a setting such as 
exists at the present time, dominated 
by unfavorable news, the tendency is 
to place the greater emphasis on wheat prices, while 
the economic significance of a bumper crop remains 
largely neglected. Based on latest Government esti- 
mates, the winter wheat crop will exceed 750,000,000 
bushels—the second largest on record. Even at recent 
low prices the crop would have a value of more than 
$540,000,000. Spring wheat prospects indicate a possible 
crop of at least 200,000,000 bushels. Thus, there is a 
definite possibility that the wheat crop this year will 
total a billion bushels. This would be about 250.000,000 
bushels in excess of the 1929-36 domestic disappearance. 
Export demand, although largely indeterminate at this 
time, under the stimulus of war preparations may ab- 
sorb a larger than normal portion of our surplus wheat 
but a large and even burdensome carryover into 1939 
appears certain. Plans are being hastened for Govern- 
ment crop loans and acreage curtailment. What this 
prospect adds up to in terms of our national welfare 
depends upon whether one subscribes to the streamlined 
theory of the economy of scarcity, or prefers the more 
venerable theory that abundance and prosperity are 
Isaac Newton, Commissioner of 


logical handmaidens. 
said, “As' the 


Agriculture under President Lincoln, 





farmer is enriched all other classes prosper.” Certainly, 
even in the face of lower prices the farmer is richer 
with a bumper crop than he would be with his fields 
baked by drought and forced to depend upon Govern- 
ment bounty. The farmer’s business is to raise crops 
and when his harvest is bountiful he is a more likely 
prospect for a new tractor, an automobile, a suit of 
clothes or a pair of shoes. 


HE GIVES NO GROUND... It is unusual when the 
President of the United States elects to address the 
graduating class of an obscure high school. It is both 
unusual and ironical when such an address is one of so 
much economic fallacy. The thirteen graduates will 
now go on in the world knowing—or rather thinking 
they know—that capital gains are income and should 
be taxed as such, and that the imposition of a heavy 
penalty which will force corporations to pay out all their 
earnings is in accordance with “progressive” principles. 

Whenever anyone says to one of 
these graduates: “But capital gains 
are not income and how long will our 
big corporations last if they are not 
permitted to lay something aside for 
a rainy day? As for big corporations 
being owned by a handful of stock- 
holders, did you never hear that the 
biggest corporation of them all, Amer- 
ican Telephone & Telegraph, has 642.- 
000 stockholders?” He will reply that 
he once heard the President say that 
capital gains should be taxed just as 
salaries and dividends and bond cou- 
pons and other forms of wealth should 
be taxed. To the suggestion that a 
company should be permitted to ac- 
cumulate a surplus that it may weather 
the periodic storms that beset business, he will say that 
the President told him that a penalty of 21% per cent 
for withholding dividends is not drastic enough to elimi- 
nate tax avoidance. 

There is no point here in reviewing the economists 
objections to the tax on capital gains and a surtax levied 
on undistributed profits: it has been done a score of 
tines. One may say, however, that the President’s re- 
fusal to sign the tax bill, allowing it to become law with- 
out his signature as a protest against the provisions to 
which he objected, would indicate that business can 
expect little relief of the pressure from the Administra- 
tion. It is idle for Washington to talk of cooperation 
while objecting to the only legislation really helpful 
to business that has been passed in months. 


THE MARKET PROSPECT... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 200. The coun- 
sel embodied in this feature should be considered in 
connection with all investment suggestions elsewhere in 


this issue. Monday. May 30, 1938. 
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Outlook for the Market 


we Me. 


— most of the tangible evidence bearing upon the 
stock market and the business trend is definitely unfa- 
vorable. Business volume continues to decline gradu- 


ally and will reach a sorely depressed level this summer. 
Many commodities have fallen to new lows. With the 
exception of gilt-edged issues, the bond market is reac- 
tionary. Corporate earnings are poor and each day 
brings a series of dividend reductions or omissions. Our 
weekly index of 330 stocks and 





MILLER 


Street. People who argued with the market last autuma 
because it was worse than prevailing business now argue 
with it because it is better than current business. Yet 
in the face of the tangible evidence and the rampant 
pessimism, in the five months since January 1 represen- 
tative industrial stocks to date have suffered a net 
decline of only some 13 per cent or little more than a 
third of the ground lost during the closing months of 

last year when wishful-thinking 
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industrials have violated the low 
point of the last preceding short- 





M. W. S. DAILY INDEX [|— 


40 INDUSTRIAL STOCKS | 


{ff ments were the rule at Washing- 
ton and elsewhere. 








swing reaction, thus suggesting |] oq 
possible early test of the bear mar- 
ket low of late March. The Lon- 
don market has sagged further. 
Under threat of European war, 
the nerves of the civilized world | 
remain jittery. 

This is all very frightening—un- 
til one remembers that at the top | 
-of the bull market in the spring 
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It is, of course, entirely possible 
that the bearish view will prove 
correct for a while longer, but not 
indefinitely. Whether stock prices 
sink to the March low or decline 
below it, we see no percentage in 
the reasoning that the lower they 
go, the more certain one can be 
that the big money is on the short 
side. This is just as illogical as it 





of last year most of the tangible | 
evidence was as favorable as it is | 
now unfavorable. The visible busi- 
ness trend was satisfactory. Earn- 
ings and dividends were excellent. | 5 2 19 26 2 
But the stock market was topping | 
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is to get more and more optimistic 
| —and extended in stock commit- 
ments—the higher a bull market 
goes. 

While seasonal precedent is by 
YJ no means an infallible guide, it 
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out and just ahead of it loomed 
one of the greatest and sharpest deflations we have ever 
experienced. 

Throughout the great August-December decline last 
year there was a widespread tendency to argue with the 
market. It was pointed out that it was acting much 
worse than current business. Wall Street was accused 
by numerous optimists of being the gloom center of the 
nation. During those four and one-half months—while 
most people clung to the hopeful side and accepted 
Washington’s diagnosis of the visible economic phenom- 
enon as “a recession”—our index of 330 stocks suffered 
a net decline of approximately 48 per cent and repre- 
sentative industrials had a net decline of 37 per cent. 

In the present setting we have a prevailing psychol- 
ogy of confident bearishness. Judging by April figures 
and May gloom, the short interest today is probably 
larger—relative to trading volume and brokers’ loans— 
than at any time in some years. Bears are more confi- 
dent that United States Steel is a sale at 40 than they 
were when it was at the top of 12614. Everybody now 
knows we are deep in a major depression and that over 
at least a couple of months ahead business may get 
somewhat worse. Gloom is no longer confined to Wall 
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would be unusual for the market 
to plunge into a new phase of major deflation as we en- 
ter the month of June. In a depression, severe market 
tests have usually come in the spring, when hope of 
spring business improvement evaporates; or in the late 
summer or autumn when reason for abandoning hope of 
autumn recovery presents itself. In more bear markets 
than not, summer has seen an intermediate recovery 
trend based on hope of fall business betterment. Earlier 
this year we repeatedly cautioned that March or April 
might usher in a third phase of the bear market in the 
event of an unfavorable spring business trend. March 
did bring severe decline, but the market’s technical per- 
formance over the following six or seven weeks afforded 
at least a tentative basis for hoping that the worst had 
been seen. In no year of the 1930-1932 deflation was 
the technical pattern from mid-April to mid-May as 
encouraging as it was this year. 

Nevertheless, while we are by no means ready to 
abandon hope that a firm stand may be made at or 
above the March low, the only feasible policy is to wait 
and see. It remains true, as we have previously pointed 
out, that for many months all rallies have petered out 
below the tops of preceding rallies. It remains true that 
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Tentatively favorabie technical indications of recent weeks 
have been largely nullified by the reactionary trend of 


the past fortnight. 


Pending possible test of the March 


low, we believe it prudent to defer market commitments. 


at no time has a positive bullish major trend signal been 
given by the stock market, by the bond market, by the 
commodity market or by the business trend. It remains 
true that violation of the average March low in stock 
prices would set up presumption of further decline of 
unpredictable scope. 

By the close of March it was entirely apparent to all 
informed observers that no economic improvement could 
be looked for before late summer at the earliest. That 
fact forced us to be skeptical of the initial April rally, 
but the fortitude thereafter shown for weeks by the 
market in the face of obviously discouraging fundamen- 
tals permitted a hope that it was becoming immune to 
tLe known realities, that it might ignore patently bad 
summer outlook for business and that it might begin 
this summer to discount prospect of autumn business 
betterment. 

The latter hope need not yet be tossed overboard, 
regardless of whether the next stopping point is above 
or beneath the March low—even though the bleak eco- 
nomic realities of the summer may for a further time 
dominate investment and speculative sentiment and 
even though it may yet be premature to think of such 
hopeful autumn possibilities as a business rebound or 
a confidence-inspiring outcome of the Congressional 
elections. 

One does not argue with the market in pointing out 
that its forecasting ability is at times open to some 
question, especially in the late phases of either bull or 
bear movement. It was not looking ahead very far 
either in the summer of 1932 or the spring of 1933; nor 
was it looking very far ahead in August, 1929. It made 


its 1932 low in July, which was the identical month in 
which industrial production made its low. The sequence 
was the same in March, 1933. Going into June of 1932, 
with speculative sentiment utterly discouraged, the 
market was within six weeks of the start of an inter- 
mediate recovery which in less than two months lifted 
our weekly index from the extreme low of 17.5 to a 
September high of approximately 45, retracing all 
ground lost in nine months of decline between Septem- 
ber, 1931, and July, 1932. 

We do not for a moment cite this history as a basis 
for belie? that we are within a few weeks of a sharp 
turn-around. Common stocks are nowhere near as de- 
flated as they were at this time in 1932. Yet the record 
does convey the lesson that investment and speculative 
psychology can—and usually does—change with magi- 
cal swiftness, and that there always comes a time, most 
opportune for canny bargain hunters, when the selling 
is dominated by emotion rather than reasoning. 

From the end of March, 1932, to July of that year 
the Federal Reserve Board index of industrial produc- 
tion fell from 67 to 58 or by about 13 per cent, while 
our stock price index declined 43 per cent. By October 
the production index had rallied 15 per cent from the 
July low and the stock price index had rallied by more 
than 250 per cent from its low. For the month now end- 
ing the Reserve Board index probably will stand around 
75, down 46 points from the recovery high. We doubt 
that it will slump more than another 5 points by July 
and think it likely October will see it at least 7 to 10 
points above the low. If so, there should be a better 
market trend in the making not many weeks ahead. 














BUSINESS ACTIVITY INDEX 


M.W.S. WEEKLY INDEX 
330 COMMON STOCKS 


al =o enema eamanianateiitaramiia 
BUSINESS & THE MARKET 





| 





| { 
| i 
rc oa 














M.W.S. BUSINESS ACTIVITY 
PER CAPITA BASIS 





STOCK PRICE INDEX 
























JUNE 4, 1938 





























BY E. 


President's prestige and power in Congress have risen 
again lately as adjournment nears with prospect that 
final legislative picture will make a fair showing of 
administration accomplishments, though many impor- 
tant New Deal measures will remain unpassed. Roose- 
velt feels he will have better chance of getting these. 
from the next Congress, which he fully expects will eat 
out of his hand, than risking further irritating fagged- 
out legislators now. 


Industry planning for stabilized production and prices. 
under close government supervision, is still a favorite 
theme of New Dealers, and it keeps cropping out in 
various forms. Monopoly investigation will be directed 
toward this end, among others. It would be talked 
more but every suggestion of it brings down burst of 
criticism that it is revival of N R A which New Dealers 
now look upon as fascist. 


Federal incorporation or licensing of interstate busi- 
ness is gradually gaining administration support, though 





WASHINGTON SEES— 
Economic planning still a New Deal goal. 
Air commerce regulation out of the woods. 


Tax exemptions being greatly narrowed as 


per New Deal plan. 


Wagner act relief not available through 


courts. 
Anti-trust enforcement set to go places. 
Price policies under continuing government 
scrutiny. 
Federal purchasing a weapon for economic 


reforms. 





not entirely in the form of the Borah-O’Mahoney bill. 


Aviation companies will greatly benefit by now-assured 
satisfactory settlement of long-drawn controversy over 
establishment of Civil Aeronautics Authority giving 
them certainty of continuing operations, fair mail pay, 
elimination of cut-throat competition. 


Federal highway appropriations for next two years 
are assured which will maintain construction at current 
level, Roosevelt’s opposition notwithstanding. 


Bank holding company bill is dead because regulatory 
agencies fought over jurisdiction and hope for more 
drastic measure next vear than they could have got now. 


Business statistics survey ordered by Roosevelt to re- 
duce, harmonize and simplify questionnaires of federal 
agencies holds some promise of giving business a little 
relief in this quarter. It was started by Census Bureau's 
innocent attempt to get legislation strengthening its 
current trade reports which roused fears of trade asso- 
ciations and jealousies of other government agencies. 


Foreign trade assistance and reports are an aspect of 
diplomacy, in opinion of State Department which is 
renewing its attempts to take over foreign work of Com- 
merce Department despite Secretary Roper’s vehement 
protests. Exporters feel their interests would be sub- 
ordinated if contemplated reorganization goes through. 


Licensed warehouses under federal control are being 
favored by AAA over state-licensed in administering 
new farm program. Department of Agriculture has long 
sought way to extend federal warehouse svstem over 
state opposition. 


Tax exemptions, recently whittled down by Supreme 
Court, are greatly narrowed by two new decisions which 
lend much support to Roosevelt’s theory that prac- 
tically all can be ended without constitutional amend- 
ment, though many questions yet remain. particularly 
taxability of income from state bonds. New Dealers 


hail decisions as indicating Court is on libera) tack and 
will gradually uphold all their legal theories and make 
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federal government supreme over 
states. The several recent decisions 
extending federal tax jurisdiction are i 
part of planned campaign leading 
toward ending all tax exemptions. 


Labor Board's continuing court 
victories show that business must 
look to Congress, not courts, for 
modification of Wagner act. NLRB, 
realizing this, is making some pro- 
cedural reforms but adhering vigor- 
ously to general policies. Adminis- 
tration feeling is that act should be 
amended by its friends, not its 
enemies, and not until it has had 
further test of time and unions have 
had more experience under it. 


Walsh-Healey act would be dras- 
tically tightened by suddenly active 
bill to apply 40-hour week and other 
labor restrictions to federal con- 
tracts for supplies and services over 
$2,000 (now only supplies over 
$10,000) and also to subcontracts 
over $500; make supplier respon- 
sible for compliance of subcontractors; and black- 
list against government contracts for 3 years all firms 
not complying with NLRB orders whether or not 
appealed to courts. Latter provision would automatic- 
ally blacklist several hundred firms and jeopardize gov- 
ernment contracts for any firm whose foreman inad- 
vertently discriminates against a union man. Bill ts 
combination of Wagner and Walsh proposals stream- 
lined for passage whether or not wage-hour bill is en- 
acted, and shows administration’s determination to use 
every resource to accomplish social reforms. 


Courtesy T.W.A, 


Unemployment insurance tax amendment drive to end 
tax on salaries over $3,000, same as old-age tax. has 
been pushed quietly by business groups with spade- 
work well along and enactment next year probable. 
Estimated to save industry $80,000,000 yearly. 


Anti-trust enforcement will be speeded up now that 
Department of Justice has definite policy and more 
money for economic studies. Department will not solicit 
consent decrees and will not accept them where com- 
promise is involved but only where it hopes to gain 
more than through criminal prosecution. Recent indict- 
ments of motor manufacturers and finance companies 
are cases in point. 


"Pittsburgh plus" and other basing point price systems 
are headed for Supreme Court through appeal by U. 5. 
Steel Corp. of 1924 F TC order it admits it has never 
obeyed and F TC admits it has never tried to enforce, 
though it resulted in establishment of multiple for single 
basing point system. Corporation claims F TC has no 
legal authority for order but under new law: faces 
$5,000 fine per violation if order is sustained in court. 
FTC will fight because it has pending cases against 
basing point systems in cement and cast iron pipe 
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Air transport companies will be benefited by C A A policy. 


industries. Cement price attack by Treasury Procure- 
ment Division has failed to date. In spite of consider- 
able modification of buying specifications only a few 
companies are bidding f.o.b. mill as this would prejudice 
regular distribution channels. 


Price policies of business will be lively subject for years, 
showing up in anti-trust prosecutions, investigations, 
legislative proposals, and attempts of administrative 
agencies to regulate. Examples of latter are Treasury's 
efforts to use government purchases to break up basing 
point price system and stipulation in recent building 
bids that sub-contractors must avoid collusive bidding 
—a stipulation soon to be extended to other govern- 
ment contracts. 


Strategic minerals arc interesting many administration 
officials. Prodded by special interests they are study- 
ing proposals for subsidizing production. building mili- 
tary stocks, discouraging or directing destination of 
exports. Roosevelt’s phosphate message, while asking 
only study, carried hint that conservation measures 
should be imposed on private producers and exports 
be controlled. 

Export increase, particularly of agricultural products, 
coupled with decrease of imports during recent months 
is hailed by New Dealers as cushioning effects of domes- 
tic recession and as easing path of reciprocal trade agree- 
ments program, though the latter is probably not the 
most important factor in present foreign trade situation. 


Chain store tax issue is warming up throughout the 
country. Congressional advocates of Patman bill are lin- 
ing up support for determined fight next vear and seiz- 
ing every opportunity to keep the question in public 
discussion. 













Business Could Be Worse 


Comparison With '32 Lows Offers 


Encouragement in 


BY JOHN D 


As in every depression, attention and comment cen- 
ter almost entirely on our losses. During the past year 
those losses have, of course, been very large and there 
is nothing cheerful about them. Nevertheless we can 
perhaps extract a grain of comfort from the apparent 
asurance that we are now close to the bottom of the 
business slump and that we are to escape any such 
extreme deflation as we suffered in 1932-1933. This view 
assumes that summer—probably July—will bring the 
low point in business volume, as forecast by a large 
majority of qualified economic observers. 

The chart across the bottom of these two pages com- 
pares the current positions of a number of economic 
indexes with those at the nadir of the 1932-1933 defla- 
tion. In each example both charted bars represent per- 
centage of comparable 1929 position. 

Examining those indexes which relate most closely to 
the economic status of “the average man’—that com- 
posite of the millions whose continuing favor is most 
assiduously cultivated by the New Deal—one can un- 
derstand how a recent nation-wide poll turned up a 
considerable number of individuals who did not know 
a depression had come upon us! 

The most recent Government statistics of factory 
payrolls show them at 63 per cent of the 1929 high, 
against only 35 per cent at the bottom of the 1932-1933 
depression. Department store sales are at 73 per cent 
of the 1929 high, as compared with a low of 51 per cent 
in the preceding depression. Trade, at Jeast in consump- 
tion goods, is probably somewhat better than even this 
73 per cent figure implies, for it is likely that percent- 











PERCENT | 





—— 1932-33 — RECENT 






——1932-33— RECENT 


ELECTRIC POWER OUTPUT MOTOR OUTPUT 





1932-33 — RECENT: 


STEEL OUTPUT 


Several Industries 


. C. WELDON 


age of total trade handled by department stores has 
declined during the past five years as other merchants 
—notably the mail order enterprises—have expanded 
in this field. Thus, while current monthly sales of Sears, 
Roebuck and Montgomery Ward are down some 7 per 
cent from a year ago, they are far above the comparable 
levels of 1929. Bank clearings provide a broad measure 
of activity in every branch of our economic system. 
They now stand at 72 per cent of the comparable 1929 
total, as compared with only 31 per cent at the 1932 
low. Comparison with the low of March, 1933, would 
be more favorable but would, of course, be distorted 
by the bank closings of that time. 


Position in Durable Goods 


Even in the production of durable goods, where de- 
pression is most serious, we thus far remain far above 
the stagnation of 1932-1933. At its most recent com- 
pilation, the Federal Reserve Board index of durable 
goods output stood at 40 per cent of the 1929 level, as 
compared with 19 per cent at the low point of 1933. 

April figures of total building contract awards in 
thirty-seven states east of the Rockies were at approxi- 
mately 34 per cent of the 1929 level. Relative to nor- 
mal volume, this is a poor showing—but it had been 
poor at the top of the Roosevelt recovery, with less than 
half of the depression loss made up. It is strikingly 
favorable, however, as compared with 1933, at which 
low point the F. W. Dodge figures of building repre- 
sented only 8 per cent of the 1929 volume. 
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BUILDING MACHINE TOOL ORDERS 
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Equally striking is the depression resistance thus far 
shown by machine tool orders. At the bottom of the 
last depression orders were only 4 per cent of the 1929 
high. in April they were 49 per cent of the best level 
of 1929. Foreign demand, including substantial business 
incident to the world armaments race, is to an impor- 
tant extent responsible for this showing but it does not 
by any means tell the whole story. Domestic orders 
for machine tools remain far above the negligible vol- 
umes of 1932 and early 1933. 

Automobile production is acutely depressed and _ is 
now showing greater than seasonal decline, but output 
is nearly 37 per cent of what it was at this season in 
1929, as compared with low of 24 per cent in 1932. 


Steel Volume Double 1932 Low 


Steel output at this writing is at 30 per cent of capa- 
city and that is certainly a level of deep depression, 
but we have seen worse. It should be remembered that 
capacity has been substantially increased since 1929 
and especially during the past several years. A more 
accurate measure of the position of the industry is the 
tonnage of ingots produced. On this basis steel volume 
in April was 36 per cent of the 1929 level or more than 
double the lowest monthly volume to which the indus- 
try fell in the 1932-1933 depression. 

Two business indexes of debatable merit are railroad 
car loadings and electric power production. Because of 
diversion of freight to other forms of transport, rail 
loadings probably do not reflect the swings of the busi- 
ness cycle as accurately as formerly and would tend to 
make the picture look blacker than it is. On the other 
hand, the average freight car has a larger capacity than 
in 1929 and this tends to distort the car loadings index 
on the opposite side of the case. Nevertheless, for the 
latest week car loadings were 50 per cent of the com- 
parable 1929 total, whereas at the bottom of the last 
depression the figure was only 39 per cent of 1929. 

Although down some 10 per cent from a year ago, 
electric power output now is approximately 108 per cent 
of what it was at the same season in 1929. This com- 
pares with a low at 81 per cent of 1929 volume reached 
in the 1932-1933 slump. Obviously, a volume 8 per cent 
above 1929 in this field is far out of line with prevail- 
ing business conditions. It, of course, reflects the great 
secular growth in use of electricity. This has been not- 
ably fast during the past several years in the domain of 
household appliances, with expanded use of electric 
refrigerators telling a goodly part of the story. 








Among the many differences between the present de- 
pression and the preceding one, in this writer’s opinion 
four are of primary significance—(1) Difference in bank 
credit trend and prospective trend; (2) difference in 
vigor of governmental intervention to halt deflation and 
virtually guarantee some degree of ultimate business 
revival financed by public funds; (3) difference in status 
of farm income and purchasing power; and (4) differ- 
ence in position of construction. 

Regarding point No. 1, it need hardly be said that 
there is no possibility of a banking crisis such as that 
which aggravated and deepened the last depression. 
There are several reasons why this is so. Public super- 
vision, including that exercized by the Federal Deposit 
Insurance Corporation, has been tighter. Banks which 
survived the 1933 debacle have on the whole been con- 
servatively operated. There has been little or no oppor- 
tunity for any over-expansion of private credit, for 
business borrowing has been relatively small and loans 
on securities at no time remotely approached former 
peaks. Both business and security loans have already 
been deflated to a level so low as to make further serious 
deflation out of the picture. Finally, the chief function 
of the banking system these days seems to be to finance 
the Government debt. However unsound the New 
Deal’s debt expansion may be in its long term implica- 
tions, bankers have less option to deflate this kind of 
credit than in the case of private credit. There are 
things the Government can do about it—and is doing 
about it. That is why the net deflation of credit has 
halted and gradual rise in deposits and excess reserves 
is again in progress. 


Financing Recovery 


Regarding point No. 2, the New Deal has created a 
vested political interest in Government management of 
our economic destiny. It must not only have some kind 
of a recovery, but a recovery for which it can claim 
credit. Even if the Roosevelt Administration believed 
it could induce a privately-financed revival by revers- 
ing or revising many of its policies and philosophies, it 
probably would not want recovery on those terms—for 
those are the terms demanded by, and identified with, 
its conservative opposition both within and without the 
Democratic party. This is not a pleasant picture so far 
as the longer future is concerned. Unless changed at the 
polls, it points either to ultimate debacle in Federal credit 
or to some kind of a hybrid economic system half col- 
lectivist and—if we are lucky (Please turn to page 254) 
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What the Primaries Indicate 


Recent Poiitical Developments Interpreted in Terms 


of Labor, Business, Future Congressional 
Action and Presidential Strength 


BY RAY TUCKER 


Be viewing any fight—pugilistic or political—the iden- 
tity of the prospective winner is often determined for 
the spectators by the location of their seats. Sometimes 
even ringside observers, having a peculiar interest in 
one of the combatants, cannot catch the inside battling, 
note the red welts or calculate the lasting effect of hard 
body blows. They don’t realize that one of the boys 
isn’t following the instructions of his trainer. And on- 
lookers sitting far up on the rim of the amphitheater 
often don’t know who’s fighting or why. 

We have now reached that dizzy state with respect 
to the off-year primary contests in which New Dealers 
and Old Dealers, the CIO and A F of L, the taxpayers 
and the reliefers, the President and his enemies, and the 
plain ordinary voters are engaged as they prepare for 
the autumnal test of the Administration’s prestige and 
popularity. They’re in the clinch. 

The common notion outside. of Washington appears 
to be that Mr. Roosevelt, through several psychological 
and resounding blows in the political ring, has already 
regained his punch. It looks as if he might be a stronger 
finisher than even his friends believed. There is no 
denial that the outcome in Florida and Oregon, though 
not in Pennsylvania, has restored some of his confidence 
in himself, precipitated the predicted purge of recalci- 
trant Democrats and frightened many fence-sitters back 
on the White House reservation. Congress, to the casual 
onlooker, promises to wind up the Seventy-fifth session 
by heeding most of his legislative demands. 


Presidential Strength 


Nevertheless, there are several underlying factors 
which must be examined before making answer to the 
question of whether Mr. Roosevelt has come back-——and 
how far—and how permanent his return will be. And 
in any cold analysis it must be recorded that he has 
aroused forces which may eventually destroy him and 
his party. Even granting that he has won nominal 
skirmishes, he has definitely weakened himself and his 
faction for the main engagements next fall and in 1940. 
He has antagonized powerful men who control votes. He 
has alienated important numerical groups which once 
flocked to his standard, wherever it might be. He has 
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split his party in twain, and he seems determined to 
persist in his intra-party sabotage. He behaves like a 
similarly destructive predecessor—Teddy. 

He has, for one thing, destroyed the 1932-1936 
solidity of the labor vote, with an estimated member- 
ship of approximately 6,000,000, not counting their fam- 
ilies and friends. Neither the C I O nor the A F of L have 
shown their boasted strength in cities where they were 
supposed to be the dominant political influence, espe- 
cially in the East. The appearance of a John L. Lewis 
ticket in the field, as in Pennsylvania, is usually the sign 
for William Green’s minions to go berserk. The more 
sensible leaders blame the President for this possibly 
fatal squabble. So many have reached the conclusion 
that it is wiser, politically and economically, to deal 
directly with management rather than through the 
government. 

The farmers, too, are in a mood to return to a more 
conservative homestead, whether it be Republican or 
Democratic. Except in some sections where A A A checks 
have fallen like gentle rain on the political crops, the 
agriculturists are showing a distinct distaste for the 
Administration’s radical policies. Even more definitely 
than the actual producers of food, the small business 
men in towns and hamlets are romping off the reserva- 
tion. They have seen and felt the effect of government 
actions which raised their costs, destroyed local purchas- 
ing power, provoked needless labor disputes. 

Certain localities threaten to become deserted vil- 
lages, not through quarrels between employer and em- 
ployee, but because of Lewis-Green jurisdictional dis- 
putes. A careful check on primary voting. indicates 
that the very women who sympathized with Mr. Roose- 
velt for his humanitarian professions, are now quitting 
him. They are presumably thinking of the prices they 
must pay for goods, and the jobs which their husbands 
have lost. To any practical politico the beginning of 
wholesale feminine desertion is always a danger signal. 

Another group rapidly losing its zeal for the Presi- 
dent are the progressives, liberals, radicals—however 
you care to classify them. Men like the La Follettes 
still admire him personally and approve his basic philoso- 
phy—make no mistake about that. They have two 
serious indictments against him, however, and _ these 
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prove motivating in their demand for either a third party 
ora realignment. 

Thoughtful progressives now realize that no Demo- 
cratic President can effect permanent reforms of the 
kind they crave, so long as he must depend for victories 
on conservatives in the South and North. Mr. Roose- 
velt’s numerous upsets on Capitol Hill demonstrate that. 
Liberal leaders also suspect that the Garner-Farley- 
Harrison faction will dominate the 1940 convention, 
possibly electing their man for the White House. In that 
event it is generally believed that both the spirit and 
structure of the Roosevelt New Deal would be torn 
down by legislative or administrative changes. 

The progressives make the same point against the 
President that most business men and industrialists do. 
They indict him as an inefficient and improvident ad- 
ministrator. In their opinion, his impractical handling 
of bread-and-butter problems robs his lofty professions 
of whatever virtue they may possess. Without strain- 
ing the point too much, the manner in which Pennsy!- 
vania Republicans swamped Gifford Pinchot suggests 
that they entertained the same suspicion about him. 
In days of depression liberalism can become a too costly 
Juxury. 

Even more tangible than these signs of political un- 
rest is the large votes which the Republicans are rolling 
up after eight lean years. Both at the registration and 
polling booths they are beginning to match the num- 
bers who write their John Hancock under the emblem 
of the donkey. The prospect of state victories has 
naturally quickened the interest and enthusiasm of the 
rank and file as well as the politics-for-revenue-only 
bosses. There is a definite indication of the return of a 
healthy, two-party system—of an opposition which had 
virtually disappeared both inside and outside Congress. 

Despite Governor Philip La Follette’s 
lonely cry for creation of a “third 
party” in 1940 or thereafter, the 
American people apparently 








prefer their politics straight—without soda water. The 
young Wisconsin executive has almost no support in his 
demand for another guerilla movement. Wiser heads, 
especially men like Senator Norris, Senator La Follette 
and Mayor La Guardia, realize that formation of a 
winning, independent organization under existing elec- 
ion laws is both a legal and physical impossibility. 
Those political laws were written by conservatives of 
both the major parties, and they were not framed so as 
to permit an outsider to spoil their game by walking 
in uninvited. 

What the leading progressives—La Guardia, “Bob” 
La Follette, Norris, and certainly Mr. Roosevelt—seek 
is a “realignment” rather than a “third party.” They 
wish that the conservatives, Democratic and Repub- 
lican. would mobilize behind a man representing their 
beliefs, and that the liberals do likewise. But how to 
achieve even that political reformation baffles them. 
They know it must come through evolutionary rather 
than revolutionary action. As La Guardia cannily says, 
“You can’t do it by the conference method. It must 
come from the grass roots and the city curbstones.” 

The New Dealers are scheming to effect a realign- 
ment within the framework of the two-party system. 
With Harry Hopkins as his favorite heir, Mr. Roosevelt 
will undoubtedly try to capture the next Democratic 
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convention. Should he fail, his Republican friends will 
then move on the GOP assemblage in the hope of 
nominating a man of the La Guardia-La Follette type. 
Should they be repulsed by the party of Hoover and 
Landon and Hamilton, there is a faint likelihood that 
they may name a “rump” ticket solely as a means of 
reprisal and punishment. But that would be merely an 
act of bitter desperation—the gesture of political gamins 
with scant respect for their own political proboscis. 

Pennsylvania was a deep disillusionment to the third 
partyites—an unhappy laboratory test. They had ex- 
pected that labor and agriculture would marry, and 
that the offspring would be a new, young, political babe. 
But they abandoned thought of such fatherhood when 
the farmers failed to rally around Mr. Pinchot, and 
when the working men did not look upon Tom Ken- 
nedy, the C IO candidate for Governor, as their saviour. 
Instead, the people of this populous state chose two 
conservatives as gubernatorial opponents—Arthur H. 
James for the Republicans and Charles Jones for the 
Democrats. There was no comfort there for ballot-box 
swashbucklers. Mr. Kennedy lost even his own coal- 
mining county—Luzerne. 

Mr. Kennedy’s defeat amazed Washington, as did 
Mr. Pinchot’s. The former had the backing of the Lewis 
group, supposedly a balance-of-power element in the 
state. He also enjoyed the support of Senator Joseph H. 
Guffey, who had controlled the dispensation of Federal 
funds and patronage for almost six years. On election 
eve the mighty James Aloysius Farley uttered a White 
House benediction on behalf of the Lewis protégé. 
Throughout the state the pro-Kennedy orators warned 
that WPA money would be cut off if he did not win. 
It is apparent that the present Lieutenant Gov- 
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Republicans as well as Democrats turned out in huge numbers in the Pennsylvania 
primaries on May 17. Above Judge A. H. James, who won the Republican nomination 

for Governor, waits his turn to vote. 
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ernor had everybody on his side — except the voters, 

The people apparently refused to accept Mr. Lewis 
as the most powerful political potentate in Pennsyl- 
vania, suspecting the way in which he might use his 
authority. The A F of L fought him bitterly for the 
havoc he and Mr. Roosevelt have worked in union labor 
circles. Even many of his own miners turned on him 
out of resentment for political assessments he had 
slapped on them. Working only a few days a week, 
they saw no reason for diminishing their budget so as to 
aggrandize him. Lastly, there was the revolt of men 
and women locked out of their jobs by jurisdictional 
disputes. 

In view of all these circumstances, the prospect for a 
Republican win in November is admittedly bright. 
Should Mr. Lewis’ mutterings materialize into a third 
ticket, as so many suspect, they would enhance the 
chances of the conservative Davis-James slate. On the 
dark side, it must be borne in mind that the Adminis- 
tration will manipulate relief rolls and funds, and PWA 
recovery projects, so as to retain control of this great 
state. They will spare no effort to preserve for them- 
selves its large batch of delegates in the next convention 
and its electoral vete in the 1940 contest. The use of 
public money for political purposes should set an all- 
time record. 

The Florida results gave a psychological lift to the 
Roosevelt cause, but it was not entirely satisfactory to 
the politicos in power. Senator Claude Pepper got only 
about 57 per cent of the total vote in this Democratic 
Gibraltar, although he was the Administration’s fair- 
haired boy. He was given a special pat on the back 
by Son James Roosevelt. A few weeks before the pri- 
mary a housing allocation for Jacksonville was an- 
nounced, though not yet given. 
Mr. Pepper was lavish in _ his 
promises, including a ship canal, 
university grants, increased WPA 
allotments. 

His chief opponent—Representa- 
tive J. Mark Wilcox—had impos- 
sible handicaps. As a candidate 
for the House in moonlit and 
moneyed Miami, he had always 
run and won as a rampant wet, an 
anti-Townsendite, an enemy of 
the ship canal. His backers con- 
sisted of the wealthy and the con- 
servative. So long as he restricted 
his ambitions to Miami, these 
things helped him. But when he 
entered a state-wide contest, he 
bumped into rural white-ribboners, 
32,500 Townsend fanatics and 
small towners waiting to slap him 
down. All the anti-Miami preju- 
dices were directed and concer- 
trated against him. 

Even so, he rolled up more than 
100,000 votes. The figure stunned 
Washington professionals who 
know their politics. It means that 
if Florida were a two-party state 

(Please turn to page 254) 
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Jam im New Financing Breaks 


Sizable New Issues Suggest Rising Business Confidence 


BY HENRY L. BLACKBURN 


= return to a policy of easy money which the Gov- financing becomes only really important to the economy 
ermment took when the Treasury’s inactive gold fund of the country as a whole when it involves the raising 
was desterilized and bank reserve requirements were of new money as a first step in the expansion of plant or 
decreased may or may not result in material business other facilities. It then means that reemployment will 
recovery. Certainly, however, it has begun to work as follow shortly both directly and indirectly. The indirect 
might have been expected of it. New financing is pick- employment comes, of course, as a result of the material 
ing up and, although so far it has been mostly issues of and equipment purchases which the borrower of the 
the highest grade sold for refunding purposes, the trend money will make. 
is a promising one. Looking at the accompanying table and glancing over 
Extremely easy money is apt to work a hardship on — the remarks made in connection with each company and 
the individual investor because bonds are called and its actual or prospective financing, it will be seen that 
he is forced to accept a lower return on his capital. there is little evidence so far to warrant the conclusion 
To this same extent the common stockholder is helped, that major capital expenditures are imminent. On the 
for it means a reduction in the claims on earnings which other hand, the money is not being raised exclusively for 
are senior to his own. This, however, is no more than refunding purposes or the repayment of bank loans. 
one class benefiting at the expense of another. New Here and there—as in (Please turn to page 256) 





New Financing Picks Up 


Actual Offerings | Company and Security Price Remarks 
F ; | Commonwealth Edison. 
Company and Security Price Remarks $33,000,000 First Mortgage 312s 1021/4 Stockholders of record June 10 will have 
Bendix Aviation. about $40,000,000 convertible tight to subscribe to the debentures at 
a te ice Caceeco wit niewhn’s 100 100—$5 principal amount for each share 


of stock. Purpose: $33,000,000 will 
redeem First Mortgage Series ‘*A"' and 
“B." Certain unsecured bank loans will 


$5,000,000 Debenture 314s, 1948. ... Sold privately. Purpose, to improve 
working capital. No other funded debt. 


California Packing. ‘ ‘ 
$6,000,000 Serial Debenture 234s. ... Sold privately. Purpose, to aid in re- | be reyaid, while between $15,000,000 
‘sg . tirement of $7,500,000 5% debentures and $16,000,000 will be added to 
which have been called. 2 company’s general funds. 
; : Mountain States Tel. & Tel. 
Consolidated Edison, New York. $30,000,000 Debenture 3%s..... e.- Purpose: To repay notes held by the 
$60,000,000 Debenture 314s,1948 10134 apd oer te iy my to retire arate fund and to repay —— 
y J ebenture ‘9S. rom the parent company, merican 
. . * Tel. & Tel. 
Fall River Electric Light. ; Philip Morris. 
$2,000,000 First Mortgage 3's, pce May 1, gs! va er ait 77,873 shares 5% convertible pre- Stockholders of record June 2 may sub- 
BOCs onc denks ssltine 104 equa emount of ae ew bonds willbe 1 ET i i aii rei ..e scribe at $100 a share for the new pre- 
the only funded debt. —— _ ot — ed anceps a share 
— Ta a, ro preferred for - ‘ apy commen. 
150,000 shares of $4.50 cumulative Offered May 4. Purpose, to liquidate But for > a ne of this a 
I ost caeecaeseees 101 bank loans and to provide for capital ex- would have remained the sole capital 
penditures. Prior to this issue common liability, 
stock was sole capital liability. United States Steel. 
National Gypsum. $100,000,000 Debenture '314s.... ... Purpose: reimbursement of the treasury 
$3,500,000 Debentures........ 100 Purpose: Redemption of 6% bonds due ee eee Se eee 
1943, liquidation of a 4% mortgage and to provide funds for additional ex- 
note and for other expenditures, in- vipeeerehcalt ye New issue will about double 
cluding the construction of a new plant, company’s funded debt, 
Zen Antonio Public Service. Financing Believed Contemplated 
$16,500,000 First Mortgage 4s, Purpose: the retirement of a number of Celanes r 
2,500,000 4% serial notes... .. 99 underlying bond issues. Company is elanese. ... Meeting called for June 3 to"consider a 
subsidiary of American Light & Traction. debenture issue of not more than $20 
100,000. At the end of last year, bank 
loans amounted to $4,500,000 and the 
neane gone? re hy’ to a. 
° ° ate these and obtain is fo it 
Filed With the SEC : — , Bell Telenh expenditures. ‘1 te 
om ° outhwestern Be elepnhone. 
Consolidated Gas of Baltimore. About $25,000,000 Mortgage Company probably would lik 
. > pany pr y ike to retire 
J irs ° “4S. . a r = ’ , 4S, oS Sree eer eee ee eee A ° % preferred which is 
$18,000,000 First Mortgage 31/4s Popes, at $18,000,000 3%s _— pes as cog S118 a ven inane 
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What is truth about Germany? What is she seeking? 


How strong is her position? An authoritative discus- 


sion of facts and conditions as seen at first hand. 


Germany from the Inside 


BY 0. M. SCHLESSINGER 


Ew events cause more anxiety and unrest the world 
over than those in which Germany plays an active part. 
What is the matter with Germany? What is the truth 
about her internal economic, financial and _ political 
situation? 

In October, 1936, General Goering was charged by 
the Fuehrer to carry on the new Four Year Plan. In 
November, 1937, Dr. Schacht retired from his post as 
Reich Minister of Economy. In February, 1938, Gen- 
eral Field Marshal Blomberg, commander-in-chief of 
the German Army, and several other high-ranking offi- 
cers were removed and Hitler declared himself both 
supreme chief of the German armed forces and patron 
and protector of all Germans including those beyond 
the frontier. These have been the milestones along the 
course followed by Nazi-Germany over the last year 
and a half which most clearly reflect internal devel- 
opments. 

The experiences in Abyssinia and Spain brought about 
a change of mind on the part of many of the leading 
German military authorities 
who had previously believed 
that the next war between the 
European Great Powers would 
be a short one. By the sum- 
mer 1936 the general staff and 
General Goering realized that 
Germany was too short of for- 
eign exchange to be able to ac- 
cumulate sufficient quantities of 
raw materials for a long war 
involving an army of at least 
6 millions. Consequently the in- 
troduction of a program of self- 
sufficiency for the years 1937 to 
1940 was determined upon in 
order to afford Germany a max- 
imum of independence in a fu- 
ture war. Obviously the pro- 
duction of raw materials and the 
erection of the necessary plants 
under these circumstances could 
not be profitable in the usual 


Movietone News 
Czech troops rank with the best equipped and trained forces in Europe. 
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commercial sense. They must be financed by consum- 
ing a share of the nation’s income. 

To appreciate the scope of this program it must be 
realized that Germany from her own resources is defi- 
cient of food, especially fats, fodder, wood, most metals 
and oil. The chief purpose of Goering’s Four Year Plan 
was to increase the production of industrial raw mate- 
rials. Special processes were developed to utilize the 
commercially unprofitable low grade iron ores, and blast 
furnaces are now under construction with an annual 
capacity officially estimated at 6 million tons of pig 
iron as compared with a total home production of 20 
million tons in 1937. With respect to petroleum prod- 
ucts, it was at first asserted that, through the expansion 
of the oil-from-coal production, Germany would become 
self-sufficient within eighteen months. This time limit 
was later extended to three years. As far as wood is 
concerned Germany is living off her capital; for the 
owners of forests are under the obligation to cut annu- 
ally at least 50 per cent more than natural growth. 
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Apart of the deficiency in ani- 
mal fats is to be replaced by oil 
from the whales taken by Ger- 
man Whaling ships. In 1937 this 
feet produced 100,000 tons of 
whale oil as compared with to- 
tal imports of 160,000 tons in 
1936. 

Germany’s self-sufficiency in 
agricultural products was 75 
per cent in 1932, 84 per cent in 
1935, 81 per cent in 1936 and 
84 per cent in 1937. In other 
words, there has been always a 
food deficit of 15 to 20 per cent. 
With regard to butter and lard 
the self-sufficiency within the 
last four years has been in- 
creased from 40 per cent to 55 
per cent, more the result of re- 
stricting consumption however, 
than of augmenting production. 

In the fall of 1937 a special 
agricultural Four Year Plan 
aimed at the expansion of food — wae worta 
production was _ announced. 
Considerable acreage has been 





The Elbe at Hamburg is one of Germany's busiest shipping centers. 





withdrawn from cultivation for build- 
ings and construction in connection with 
the rearmament, motor highways, etc. 
Also soil hitherto used for cereals had 
been converted to the cultivation of oil 
seeds, hemp and flax. The total diver- 
sion from food production has been esti- 


fron ore.... : 

mated at 3,000,000 acres. Furthermore, Copper..........-.-- 
the increase in population by about a. font, So, he. 
‘i ubber...... ‘a 


450,000 annually would normally re- oit..... 
quire an increase in soil under cultiva- 


“abe i d skins... 
tion by some 2,000,000 acres within four Hides and skins 


Significant Increases in Germany's Net Imports 


of Industrial Raw Materials 


Value (Million Reichsmarks) 


1935 1936 1937 
138.1 185.0 246.9 
88.6 97.3 194.9 
81.5 89.7 125.3 
45.5 66.2 117.5 
165.0 193.8 229.7 
248.1 229.4 285.2 
164.6 176.8 235.6 





years. In other words, by the end of 
1940 there would be a deficiency in cul- 
tivated acreage of about 5,000,000 acres. According to 
the agricultural Four Year Plan this danger is to be 
met by increasing the yield per acre as well as by im- 
proving the soil according to the plan. About 50 per 
cent of the total arable acreage is to be improved either 
by irrigation or drainage. Expenditures for this pur- 
pose, the amount of which has not been disclosed, are 
to be refunded from the proceeds of the increased crops 
within six ye: *s beginning 1941. So far, however, the 
manner in which the necessary capital is to be raised, 
is still in doubt. In spite of all the measures for increas- 
ing the domestic food supply and the optimistic official 
announcements, the deficit in Germany’s foodstuffs bal- 
ance in 1937 was 4,500,000 Reichsmark greater than 
in 1936. 

The financial situation of the Reich is still a matter 
of conjecture and the Government keeps its operations 
as secret as possible. According to official returns, tax 
and other receipts during the fiscal year 1937/38 were 
7,350 million marks higher, and expenditures for unem- 
ployment relief 2,200 million marks less than in 1932/33. 
Within the last twelve months also the Reich has floated 
three loans of 700 million, 850 million and 1,200 million 
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marks respectively, which means a total increase in 
available public funds of 12,300 million marks as com- 
pared with 1932/33. Of this amount, about 3,000 mil- 
lion marks are required to balance the ordinary budget: 
another large share goes for party purposes and from 
6,000 to 7,000 million marks a year are supposed to be 
needed for armament. The normal financial resources of 
the Government are unquestionably insufficient for the 
tremendous undertakings already under way or planned 
and all methods of financing, especially through the 
expansion of Government credit, must be put into effect. 

For the financing of the Four Year Plan private capi- 
tal is employed whenever possible. Only for two of the 
principal projects—the construction of plants for the 
production of artificial rubber and of gasoline from coal 
—has the Reich granted financial assistance. For the 
former means have been secured by doubling the im- 
port duties on rubber, for the latter by floating a public 
loan. On the other hand, those branches of the indus- 
try which are unconnected with the Four Year Plan 
are unable to obtain even small credit facilities. 

The whole economic life is dominated by the self- 
sufficiency program. It is (Please turn to page 248) 
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Gulf Oil. 
A Stake in the Future 


Eventual Oil Shortage or Inflation Lends Attraction to 
110 Barrels of Domestic Reserves Per Share 


BY 


ian reasons for buying the stock of an integrated oil 
company, besides those connected with current earnings 
and dividends such as would apply in any type of in- 
dustry, can be summed up in one word—reserves. An 
expert can demonstrate in ten minutes that the inevit- 
able consequence of growing demand working on an ab- 
solutely limited supply will be the doubling or tripling 
of oil prices within a comparatively few years. Then a 
company like Gulf Oil, with perhaps 140 barrels of 
proven reserves for each share of stock outstanding, will 
reach the promised land. 

The slips *twixt cup and lip, though, are especially 
numerous when the cup is filled with a lubricant like oil. 
Expert opinion has been forced almost annually to revise 
its prediction as to when supplies would become ex- 
hausted. Using the calculations of a few years ago, it is 








GULF’S PRICE & EARNINGS RECORD 





PRICE RANGE 
@ 
So 


40 














| DEFICITS — | 
10 








DOLLARS PER SHARE 
w 
WS 





=e "Se 3l 32 “33 36 *35 36 “37 “SB 
j 1936 -37 EARNINGS ON NEW STOCK 
a RUN ARERR E ITH 























212 


CYRUS G. V. 


WHITE 


disquieting to find that the world is right at the moment 
consuming the last of its oil, and that your next sedan 
will very likely be a coal-burner. Actually, of course, 
new fields and better methods of working the old ones 
have brought reserves to the highest point they have 
ever reached, despite the fact that consumption is above 
any level predictable in the early twenties. Is it possible 
that ten, fifteen, or twenty years from now the same 
trends will be continuing, that new discoveries will con- 
stantly offset consumption, while the chant of the ex- 
perts goes on with fewer listeners: “Shortage in 1950; 
shortage in 1970; shortage in 1990?” 

No; the facts and the logic of the situation give better 
support now than at any time in the past to predictions 
of a relatively imminent cessation of large new dis- 
coveries. Scientific instruments and almost unlimited 
capital have been searching for some time now, both 
more widely and more intensively than has ever been 
possible before, and while discoveries can be expected, 
they seem certain to become less frequent and less im- 
portant in relation to the need for oil. Furthermore, this 
is one commodity which is irretrievably destroyed with 
use, unlike copper or lead or even rubber, which can be 
reclaimed. Most of the gold taken out of the ground 
over the years exists today in recoverable form, but the 
oil is gone, and only eons can replace it. 

Taking the long-range view, inflation is also a factor to 
be considered. Stocks of crude oil held underground 
until wanted make as good a hedge as most commodities 
and far better than those more perishable or more ex- 
pensive to store. Direct ownership of a commodity as 
a hedge means the tying up of capital indefinitely with- 
out return on it until the ultimate profit or loss, but an 
equity in a well-situated oil company provides almost 
the same degree of protection against a rising price level 
and may pay its carrying charges with its dividends. 
Whether further depreciation of the dollar lies ahead, or 
a credit inflation, oil as an international commodity 
necessary in both war and peace should keep pace with 
any gain in the general price level. 

Gulf Oil must be definitely classed among the com- 
panies well-situated from the standpoint of world re- 
serves, with estimates placing them at somewhat better 
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than one and one-quarter billion barrels. 
During 1937, 66,500,000 barrels of crude, 
excluding royalty oil, were produced 
from 8,200 wells scattered through al- 
most all of the major producing districts 
in Kansas, Oklahoma, New Mexico, 
Texas, Louisiana, Arkansas, Michigan, 
and California, as well as in foreign 
countries. Mexican production, which 
was relatively small, is now out of the 
picture and likely to remain so, while a 
one-half interest in the Kuwait Oil Co., 
currently drilling its second well in the 
State of Kuwait on the Persian Gulf, has 
not yet proven its value, although re- 
sults have thus far been encouraging. 
Potentialities of the Venezuelan proper- 
ties are enormous. A strip along the 
edge of Lake Maracaibo in the Western 
part of Venezuela is already furnishing 
Gulf with a substantial and increasing 
amount of its crude, and some 3,000,000 
acres of promising oil lands in the East- 
em part are under lease. The size of 
this holding gives an idea of the difficulty 
of estimating future trends in reserves. 

The Venezuelan properties, however, 
bring up the problem which has been 
plaguing American investors for years 
and which seems to grow more difficult 
to solve as experience accumulates. Is 
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an enterprising management to sit by 
and see others pioneering in foreign coun- 
tries and acquiring rich producing lands, or is it to sub- 
ject the stockholders’ money not only to the ordinary 
risks of exploration but to the additional ones caused by 
politics and social unrest? The action of the Mexican 
Government in expropriating foreign-owned oil lands is 
an example of the type of danger always hanging over 
such ventures, even after they have proven successful 
in locating the oil and transporting it. Gulf is suing for 
its property or adequate recompense from the Mexican 
Government, but the outcome is unpredictable. 

Although the situation in Venezuela is hardly compar- 
able, the danger of discriminatory taxation or worse can- 
not be overlooked. Only recently the Venezuelan courts 
voided a 25 per cent reduction in the petroleum exploita- 
tion tax which had been enjoyed by Gulf’s subsidiary in 
that country !o: the last dozen years. The decision will 
mean the payment of $4,600,000 and a less favorable tax 
status in the future. This is not a serious blow, except 
in case it should prove to be a forerunner of more drastic 
steps, not yet on the horizon. Meanwhile, the Lake 
Maracaibo wells have been and are so richly productive 
that Gulf would have little cause for regret over the 
venture even if these properties should eventually go the 
way of the Mexican holdings. 

There is evidence that the conservative tastes of Gulf 
directors are not entirely suited with a program of wide 
foreign development. The company’s substantial inter- 
ests in Iraq were sold in 1934, and the Barco Concession 
in Colombia two years later. Gulf never did much ex- 
cept worry with the Barco Concession, but managed to 
sell it to Texas Corp. and Socony Vacuum at a profit, 








thus eliminating its most venturesome proposition. Al- 
though continuing to work hard on its Venezuelan hold- 
ings, the company has shown itself skeptical of the idea 
of a foreign oil empire. A billion barrels of proven re- 
serves in the United States mean more than several times 
as much oil in an odd and unstable corner of the world. 

An ultra-conservative appraisal of the company’s re- 
serves might well disregard any but this domestic oil. 
If this were done, each of the 9,076,202 shares of common 
stock would represent 110 barrels, instead of the 140 
mentioned earlier. Allowing a fifty-cent profit per barrel, 
the potential value of this oil amounts to $55 per share, 
against a current market price of about 35. No one 
knows whether the eventual profit per barrel will be 
half the figure used or double it, but the latter is clearly 
the more probable of the two. 

Only Standard Oil of New Jersey and Royal Dutch 
Shell outrank Gulf in the size of crude reserves, and few 
if any organizations in the industry can beat Gulf’s nose 
for oil when it comes to actual drilling. ‘Last year, for 
example, out of 1,180 wholly owned wells completed, 
les than 9 per cent were dry. When wells are coming 
in at the rate of one every eight hours throughout the 
vear, it takes more than luck to maintain a .910 batting 
average. 

The equipment and personnel which direct Gulf’s 
drilling are expensive, but worth their cost. Several 
dozen crews search constantly for the most promising 
locations in proven fields, in addition to wildcatting for 
new discoveries. Underground formations which in- 
dicate the presence of oil are mapped with delicate in- 
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Gulf Oil wells on Lake Maracaibo, Venezuela, go down through thirty to fifty feet of 
water to a depth of about 3,500 feet below the lake bottom. 
two hundred new wells are planned by Gulf in this region. 


struments, sometimes using artificial earthquakes created 
with dynamite and recorded on seismographs. When all 
conditions seem right, the property is leased, if not al- 
ready controlled, and the drilling crew steps in. A recent 
acquisition based upon promising indications consists of 
approximately 100,000 acres in Culberson, Reeves and 
Jeff Davis Counties in the Trans-Pecos of Texas. These 
holdings are spaced through territory also occupied by 
Humble and Sun Oil, all originally a part of Texas 
Pacific Land Trust acreage. After sinking a number of 
wells in order to prove the value of its purchase, Gulf 
would be very likely to leave the balance untouched for 
the present, were it not for the proration measures which 
make extensive drilling a practical necessity. As it is, 
wells must be sunk in order to increase allowable pro- 
duction and keep it up near refinery requirements. 

When a company owns eight large refineries with a 
daily average capacity of 214,000 barrels, as does Gulf, 
the proration laws take on considerable significance. 
Most of the major integrated companies are forced to 
buy a substantial portion of their crude requirements 
from independent producers, even though their own wells 
are perfectly capable of supplying them. Potential out- 
put of crude must be far larger than a company’needs 
under the present system of restrictions, or the company 
is a purchaser of oil while a good part of its own remains 
locked underground. Only half a dozen domestic re- 
finers are in a position to supply the large bulk of their 
crude requirements from their own wells, and Gulf is 
one of them. 

Besides the excellent ratio between allowable produc- 
tion and refinery intake, Gulf is strongly situated in the 
important matter of transportation between the well, 
the refinery and the customer. A pipe line system close 
to 8,000 miles in its total length leads from all of the 
important domestic producing areas in which Gulf is 
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interested, with the exception of 
parts of Kansas. Not only is the 
saving over rail transportation a 
large one, but the company is fre- 
quently able to move oil for others 
on very profitable terms. 

The best form of transporta- 
tion is still the tanker, however. 
since the capital investment js 
relatively small, the fuel is a by- 
product, routes may be aban- 
doned at will, and capacity to 
particular points may be doubled 
or halved by shifting the course 
of the vessels. Gulf owns and 
operates 38 steamships, 6 motor- 
ships, 5 ocean-going barges, 2 
ocean-going tugs, and a number of 
smaller ships. These carry crude 
to the seacoast refineries and re- 
fined products to more than 60 
terminals in this country as well 
as to marketing subsidiaries in 
Europe. 

Ever since the eariy days back 
thirty years ago when the first 
well was discovered at Spindletop, 
Gulf has thought of itself as a 
producer and refiner primarily, with the retail distribu- 
tion an unimportant extension of the main activity. Of 
recent years, and particularly as new executives more 
adapted to the merchandising end have joined the man- 
agement, the company has devoted more money and 
thought to advertising. “That Good Gulf Gasoline” has 
always enjoyed considerable prestige, and the less fa- 
miliar industrial products are being pushed to better 
advantage as the names take hold. Retail outiets 
number approximatelv 35,000, of which 2,300 are owned, 
but only a few run by the company, the remainder 
leased to individual operators. Gulf domestic territory 
is compactly laid out along the Atlantic and Gulf sea- 
boards, and sales in Europe, particularly in the Scan- 
dinavian countries, are expanding steadily, with last 
year’s gain amounting to 30 per cent. 

Wells, pipelines, ships, refiueries and equipment have 
all been paid for out of earnings from an original invest- 
ment in the neighborhood of twelve million dollars. Re- 
serves for depreciation, depletion, amortization and 
abandonments average far higher than reported net 
earnings (last year they were $6,000,000 larger than net 
income), and assets have thus been written down to a 
small fraction of their worth. In addition, less than a 
quarter of the more than $400,000,000 reported as earn- 
ings since 1907 has been paid out to stockholders in 
dividends. Last year, 2 good one, resulted in net income 
of $31,854,065, of which $9,076,202 went to the stock- 
holders and the remainder back into the business. This 
provision for the future at the expense of present yield 
has always been typical of the conservative Gulf man- 
agement. 

However, capital improvements in 1937 amounted to 
almost $77,000,000. It has been officially stated that ad- 
ditions to plant during the current year will be materially 
reduced, so that under normal (Please turn to page 250) 
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‘ies in Ta present state of the securities markets is thrusting 
at the investor both a problem and an opportunity. 


s back Periods of sharply advancing or declining prices rarely 
e first permit a look around, a pause to plan logically and 
lletop, carefully; but when motion is nearly suspended except 
as a for uncertain backing and filling. when discouragement 
stribu- and inertia tend to paralyze the active use of judgment, 
v. Of then is the most favorable time to overhaul a dormant 
more portfolio. Then also is the time when the greatest exer- 
man- tion of the will is necessary in order to face unpleasant 
y and facts and eliminate old but false friends from among 
” has one’s securities. 
ss fa- The erosion of values which has been going on for 
vetter many months has resulted almost universally in large 
utlets paper losses and impaired buying power. That is the 
wned, problem. But on the other hand, the same process has 
inder brought down into the buying range many sound issues 
itorv which a year from now may be far out of reach. That 
" sea- is the opportunity. 
Scan- 

last Look At Holdings Impersonally 

have It is an old truism that successful campaigns on the 
vest- bull side must have their beginnings near the low of a 
Re- depression. Although realizing this, too many investors 
and sit by while the transitional phase between bear and 
net bull movement goes on, and are not finally goaded into 
net activity until the middle stages of a bull market in 
toa which surging volume and erratic price swings confuse 
na the main trends. Issues which have proven sluggish 
ate. are then switched into the more promising, but on a 
3 in decidedly less favorable basis than would have been 
nae possible earlier. And having allowed the early part of 
vile. the move to elude them, these investors must continu- 


This ally press to make up for lost time. concentrate in more 
speculative issues than advisable, trade in over-large 


ield sasha : A > 
ae quantities. The obvious way to avoid these errors 1s 
c : . . . . . 
to assume the aggressive in investment policy while 
a immediate action still seems unnecessary. Otherwise, 


ili: opportunity has a habit of slipping by. 
The first step in revising a portfolio is to cultivate a 


m completely impersonal attitude toward it. The owner 
" has made mistakes, but it should be as though a dif- 
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BY J.S. WILLIAMS 


ferent person is now engaged, not in criticizing those 
mistakes, nor in sticking by his guns, nor even in cast- 
ing about for a way to retrieve losses, but simply in 
deciding the most logical investments for a given sum 
of money, as represented by the market value of the 
portfolio. Since paper losses or profits have no connec- 
tion with the question, it is best to omit entirely the 
costs, dates of purchase, and so forth. The list of hold- 
ings should represent buying power with which to plan 
for the future, not a re-hash of past errors. 

Revisions in the taxes on individual incomes eliminate 
much of the necessity for artificial timing of sales. Both 
losses and profits may be cashed far more freely and 
for more legitimate reasons under the new law. It is 
therefore recommended that the question of tax liabil- 
ity be postponed until all prior decisions have been made. 

Forgetting that they are your own property, take your 
list of securities, call it John Doe’s, and consider it from 
the broad viewpoint of suitability to his requirements. 
Ignore the individual issues at first; think of them as 
types, supplying some quality such as: stability, income, 
hedges, dynamic growth possibilities. Is the list unnec- 
essarily conservative or the income unnecessarily large? 
Has the deteriorating business picture moved certain of 
the industries represented there out of the dependable 
class and into the speculative? This sort of analysis will 
lead to a more realistic determination of Mr. Doe’s in- 
vestment needs in relation to his circumstances, and 
thus to the next step in shaping his policy. 

Shown on accompanying pages are three separate lists 
of securities, chosen for different types of owners. Each 
list has a market value of approximately $100,000 at 
today’s prices. If the portfolio being studied has a value 
of say $20,000, and if the owner is so situated that he 
can forego stability for the sake of larger capital appre- 
ciation, this procedure is suggested: 

Using the Speculative List shown on page 217, reduce 
the amount of each item to one-fifth of its present size. 
Where the quantity mentioned is 100 shares, substitute 
20 shares, and so on; 

Mingle these securities in their revised quantities with 
Mr. Doe’s present portfolio, thus forming a list just twice 
the required size: 














Conservative List 


Recent 

Amount Price Value 
Anaconda Copper S.F. deb. 4!/2% 1950....... 5M 105 $5,250 
General Motors Acceptance deb. 3% 1946.... 5M 104 5,200 
illinois Steel deb. 442% 1940................ 5M 105 5,250 
Liggett & Myers deb. 7% 1944.............. 5M 129 6,450 
Standard Oil of N. J. deb. 3% 1961.......... 5M 102 5,100 
Allis Chalmers conv. 4% 1952 ............... 5M 106 5,300 
Bethlehem Steel S.F. conv. deb. 34/4% 1952... 5M 91Yy 4,575 
McKesson & Robbins S.F. conv. deb. 5!/% 1950 5M 101 5,050 
Paramount Pictures S.F. conv. deb. 3!/44%% 1947. 5M 72 3,600 
Phelps Dodge conv. deb. 342% 1952......... 5M 107 5,350 

Shares 

rane X50. 67, CONV. Pid............55.:....60... 30 98 2,940 
Food Machinery 4//2% conv. pfd.. ves 40 91 3,640 
Radio Corp. $3.50 conv. pfd. ; 40 48 1,920 
Ne ee eae ... $00 40 4,000 
Eastman Kodak ... 50 144 7,200 
General Electric ....... 100 31 3,100 
international Nickel . ahs 200 4\ 8,200 
Monsanto Chemical ..... Peek oe a AE 100 73 7,300 
aS ; SO ee 100 49 4,900 
SN . 200 30 6,000 





Go over the $40,000 portfolio, issue by issue, crossing 
off the least attractive commitments one at a time until 
those remaining come within the $20,000 limit set by 
the value of the present holdings. 

The result may not be the most perfectly selected 
portfolio on record, but it will have the advantage over 
the old one of being formed without inhibitions and with 
the full exercise of judgment and foresight. Whether the 
most conservative or the most speculative list is chosen. 
whether the market advances or declines over coming 
months, the net gain produced by this revision over 
the alternative policy of passive hoping for the best 
should more than justify the time and thought re- 
quired. Furthermore, once convinced of its efficacy. 
the investor will logically employ a similar procedure 
at regular intervals in the future, abandoning perma- 
nently the methods or lack of method which have been 
unproductive in the past. 


A Stable Backlog Means Safety 


The characteristic which distinguishes a conservative 
investment list is the substantial proportion of steady. 
dependable issues contained in it. No less than half the 
funds in the example shown are in bonds, over half of 
which are of high quality and staggered maturity dates. 
The yield on the first five issues in the list is neces- 
sarily very low, and the chances of growth in value 
negligible, but without them the portfolio would lack 
balance for its purpose. 

Recent developments in the money market, particu- 
larly the action of the Federal Reserve Board in low- 
ering reserve requirements, have bolstered the position 
of the highest grade industrial obligations. Providing 
money continues extremely easy, this type of issue 
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should hold up well. There is always the possibility of 

a change in money conditions, however, and for that 
reason the maturities of the pure investment issues are 
kept relatively nearby. The funds released from time 
to time and reinvested will iron out the fluctuations jy 
money rates. 

Illinois Steel 444 per cent debentures are guaranteed 
as to both principal and interest by the United States 
Steel Corp. and are selling at approximately their cal] 
price to yield about 1.33 per cent. The early maturity 
makes them attractive despite the low yield. Liggett & 
Myers 7 per cent debentures which fall due in 1944 are 
non-callable and therefore sell far above their face value 
to yield about 2.17 per cent. The most liberal return 
in this group is secured from the Anaconda debentures, 
which are aided by a sinking fund, and yield close to 
4 per cent at current prices. 

The second group of bonds and to a certain extent 
the preferred stocks are intended to “stiffen” the list 
during uncertain periods, providing a reasonably de- 
pendable income, and to aid in its long-term growth 
during a period of rising earnings. Although each of 
the five debenture issues is convertible, however, they 
are all entitled to a strong rating aside from that feature. 

Less attention is paid to maturity dates in this type 
of security, since they are not bought on the same basis 
nor for the same purpose as the higher grade issues. 
Interest coverage is liberal, but not so emphatically so 
as in the first five bonds listed. Bethlehem Steel, for 
instance, covered its fixed charges 5.61 times in 19387 
and 3.16 times in the previous vear. Paramount Pic- 
tures, probably the most speculative in this group, cov- 
ered charges 4.21 times last year and 2.70 times in 1936. 

Only the Phelps Dodge debentures are currently sell- 
ing above their call price of 105, and there appears to 
be very httle possibility of an early redemption of this 
comparatively young issue, in view of the low coupon. 
Since these bonds are convertible into common stock 
at the rate of 20 shares for each $1,000 bond until June 
15, 1952, the stock must go above 50 before conversion 
would become profitable, and the company would un- 
doubtedly wait until this had happened before issuing 
a call, with the purpose of inducing the acceptance of 





Semi-Conservative List 


Recent 

Amount Price Value 
Republic Steel conv. 5% 1954 10M 106 $10,600 
International Telephone 4!/,% 1952 5M 57 2,850 
General Cable 7% pfd. ........ : 100 46 4,600 
Paramount Pictures $6 Ist pfd. conv 100 74 7,400 
Radio Corp. $3.50 conv. pfd..... 100 48 4,800 
U. S. Rubber 8% pfd.......... 100 59 5,900: 
Allis Chalmers ; Bf 200 38 7,600 
Aluminium, Ltd. ... a 100 77 7,700 
Climax Molybdenum ” 200 38 7,600 
Freeport Sulphur 200 24 4,800 
Humble Oil ........ — : seg 100 62 6,200 
International Nickel is 1g 300 4l 12,300 
Philip Morris ................ 100 88 8,800 
United Aircraft .................. 100 25 2,500 
Union Carbide ................... 100 60 6,000 
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common stock by the holders of the bonds, 
than cash. 

Similarly, the Bethlehem Steel debentures are con- 
vertible into 9.09 shares of common for each bond over 
the next four years and a reduced amount thereafter, 
and the McKesson & Robbins debentures into 18.36 
shares until next year and then at a declining rate. 
One Paramount Pictures bond is exchangeable for 33 1/3 
shares of the common stock, and the Allis-Chalmers 
debentures are convertible into common at a price of 
$75 per share. 

Adding to the ten bond issues the three convertible 
preferred stocks, close to 58 per cent of the total capital 
is invested in securities bearing a fixed return, diver- 
sified as to industry, quality and maturity, yet only 
approximately 27 per cent of the capital is strictly lim- 
ited as to appreciation possibilities. The income on this 
fixed return section alone, without considering any divi- 
dends on the common stocks, is slightly in excess of 
914 per cent on the total invested capital. 

Room for considerable difference of opinion exists 
in the selection of the common stocks to round out this 
list. Although it is realized that the issues chosen can 
hardly hope to move forward during a bear market, the 
general guiding principle is to concentrate upon those 
which show no indications of losing most of the ground 
gained since the bottom of the last depression—those 
which show net progress, both industrially and in mar- 
ket trends. Because the portfolio is otherwise deficient 
in hedges against a rising price level, several equities 
representing indirect ownership of basic commodities 
are included. 

While relatively small issues of preferred stock in 
three cases precede the common, and one unimportant 
bond issue, these common stocks are not marginal equi- 
ties, but represent the main claim upon the earnings 
and assets of the respective companies. In addition, the 
companies are engaged in diversified, progressive indus- 
tries, and occupy leading positions in their fields. The 
seven issues are calculated to hold their place in any 
return of prosperity and to improve their relative posi- 
tion even during a further prolongation of the current 
downtrend in business activity. 


More Aggressive Planning 


Where stability of principal and income is less im- 
portant, a greater part of the holdings may be chosen 
with capital appreciation the main objective. Even the 
two bond issues in the Semi-Conservative List have 
sizable possibilities in this direction. The Republic Steel 
514s are a first mortgage obligation, on which interest 
charges were earned 3.65 times last year, 3.60 times in 
1936 and 2.43 times in 1935. Fixed charges were not 
earned during the depression, however, and the highly 
volatile industry could not be expected to show a much 
better record in major depressions of the future. On 
the other hand, these bonds are convertible into com- 
mon stock at $38.04 per share, a price which was ex- 
ceeded last year by the stock. The holding represe’ °3 
a block of 262 shares of Republic Steel common in case 
of returning prosperity, or a first mortgage on valuable 
property during adverse periods. 

The chief recommendation of the International Tele- 
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Speculative List 


Recent 

Amount Price Value 
Allis Chalmers ...... tie 200 38 $7,600 
American Bank Note 400 14 5,600 
Anaconda Copper .. ia ee 21 10,500 
Continental Oil ..... ... 400 24 9,600 
Douglas Aircraft .... 200 40 8,000 
International Nickel . ae . 300 4; 12,300 
International Paper 600 6 3,600 
International Telephone . . 1,000 8 8,000 


Republic Steel old pfd. (conv.) 200 40 8,000 


Sperry Corp. ....... 400 20 8,000 
Technicolor ..... 200 23 4,600 
U> S: Rubber... . 300 24 7,200 


Vanadium 500 13 6.500 





phone debentures is their price. Selling at 60 cents on 
the dollar, the discount represents potential profit pro- 
vided only that present trends in the company’s affairs 
continue. Charges were covered last year with 100 
per cent margin, and the record throughout the last 
depression was excellent, with earnings falling short of 
requirements for only a short period. The main adverse 
factor and the reason for the low current price lies in 
the unsettled Euopean conditions, where a general war 
would be a serious blow to the company. 

General Cable preferred is a speculation on increased 
use of electrical equipment and indirectly on the utility 
situation. Although the full $7 dividend was paid in 
1936 and 1937, there remains $36.75 per share of arrears 
to be cleared up when earnings allow such action. The 
$11.03 per share earned in 1937 will not, however, be 
duplicated this year. 

The Radio and Paramount preferred stocks are con- 
vertible on a favorable basis, while the U. S. Rubber 
preferred has neither the advantage of a conversion 
privilege nor a cumulative dividend. This is offset by 
the fact that the issue is non-callable and earnings last 
year were almost twice the dividend requirements. 
Changes recently made in the company’s capital struc- 
ture have paved the way for a resumption of regular 
dividend payments, and the trend of profits over the 
past eight years indicates that the normal earning power 
will amply cover the dividends on this issue. 

The common stocks in this list are selecied with an 
eye to commodities, having in mind either inflation or 
war. Any damage to the International Telephone bonds 
caused by a European war would probably be made 
up by the gains among several of the stocks. It will be 
noted that over 60 per cent of this portfolio is invested 
in common stocks, and including the speculative pre- 
ferred stocks, over 85 per cent of the funds are placed 
directly in line to benefit from a business pickup. 


Speculative Risks Must Be Spread 
In considering the Speculative List, the dependence 
upon a business revival becomes more marked. Never- 
theless. it is advisable to distribute the available funds 


over a sufficiently wide (Please turn to page 252) 
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Government Holds the Key 
to the Utilities’ Future 


BY ERNEST GREENWOOD 


{ 0am casual observer — Mr. Average 
Citizen if you prefer — contemplating 
the present situation in which the elec- 
tric utilitics find themselves and their 
possible fulure may be inclined to para- 
phrase that classic comment about the 
first voyage of Christopher Columbus. 
It will be remembered that he is said 
to have set sail without knowing where 


he was going; that he did not know 
where he was when he arrived there: 


and that when he returned home he 
didn’t know where he had been. 

Until the year 1933 the utilities in 
spite of various small local political guerilla warfares 
knew exactly where they were going. Had they been 
allowed to keep on going until they arrived at their 
destination—the 100 per cent electrification of America. 
giving of service at the lowest possible rate consistent 
with financial safety and good business methods—they 
would have known exactly where they were. The his- 
tory of the development of production, transmission and 
distribution of electricity is too well known to readers 
of Tae MaGazrne or WALL Srreet to be entitled to any 
repetition here. It is enough to say that it is the one 
essential commodity in the home the unit price of which 
has decreased during a long period of yedrs while the 
cost of living as a whole has been steadily increasing. 
While it is one of the mest important commodities in 
our daily lives it is the smallest and least important item 
in the household budget. 

In 1983 came the beginning of the deluge. What had 
heretofore been an occasional small local, political issue 
inanufactured by some local politician or group of poli- 
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ticians to be forgotten after election now loomed large 
as a great national issue. The TVA Act was passed 
and vast sums appropriated with which to carry it out. 
In a very little while there were rumblings of similar 
projects. And, last of all, the holding company or “death 
sentence” act. 

In the meantime the industry was subjected to the 
most vicious attacks ever made upon a great major 
American industry. A campaign designed to make a 
political issue out of the utilities was organized on a 
national scale and has been conducted with the greatest 
efficiency. Taxes were piled upon top of taxes. Govern- 
ment competition threatened everywhere. Sniping was 
carried on in those states which looked longingly teward 
Washington for a share of the vast sums to be spent for 
all sorts of purposes. 

Yet im spite of all this the electric utilities managed 
to sail along on an even keel and keep solvent. One 
finds no such record of bankruptcy or begging the Gov- 
ernment for help as in the case, for example, of the rail- 
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pads. The utilities maintained employment and wage 
levels. They have paid the interest on their funded debt. 
They have maintained service at a uniformly high level. 
They have reduced their rates. And finally they have 
heen able to do something for their stockholders—the 
millions of thrifty American citizens who are the ones 
holding the bag in the event of their ultimate destruction. 

The holding company or “death sentence” act was 
supposed to write finis to the electric utility industry 
as organized at the present time. It seemed as though 
the great integrated systems which have contributed so 
much to stability and continuity of service regardless 
of catastrophy were to be ended and broken up into 
little local units destroving the work of more than 20 
years. But does it? 


Adaptation Possible 


The most important provision of the act ts the one 
that requires the properties of these companies to be 
contiguous. Granted that this will be extremely diffi- 
cult to administer it should not affect investors to any 
great extent. It simply means a process of “swapping” 
and buying and selling until this is accomplished. A 
holding company owns an isolated property in the midst 
of a territory operated by some big integrated system. 
It either sells to the system or trades it for an isolated 
property which the system owns in the middle of its 
territory. It may be a long process but certainly not 
one which will place the investors in either system in 
jeopardy. 

From what one learns of SEC policy, the death sen- 
tence will not be carried out on schedule. Now that 
most holding companies have seen fit to register with 
the SEC, if they continue their efforts to conform to 
the Act in approaching compact territorial systems the 
SEC will probably stay its hand indefinitely. 

Moreover, the Administration gives evidence that 
there is good politics in an easier attitude Although 
there is probably no change in the fundamental enmity 
with which the utilities are regarded, some sort of rap- 
prochement in these times of stress is dictated if only 
for the marked contribution that the utilities might 
make toward the release of employment of idle funds 
and individuals. 

A form of this relieved pressure from Washington is 
apparent in the current negotiations for the Govern- 
ment to buy properties which it has heretofore sought 
to eliminate by ruthless competition. 

Before considering this matter of purchase a few 
popular misconceptions should be corrected. Perhaps 
the most important of this has to do with the impor- 
tance of the so-called “value” of a public utility prop- 
erty as a factor for rate making purposes. 

It is not the value of the property which alone fixes 
the rates although it is important from the investor's 
point of view. Local conditions such as the character 
of the market (whether the demand for industrial power 
or for domestic electricity predominates); area; density 
of population; labor conditions; political conditions; and 
many other factors are becoming more and more im- 
portant and, as they do, efficieiicy of operation and man- 
agement as well as possible economies take the place 
of plant values as the outstanding factor in fixing rates. 
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Suppose we take, for example, “Prudent Investment” 
which has been brought very much in the public eye 
by the President himself as a basis for fixing plant val- 
ues. “Prudent Investment” is original cost if prudently 
made. But what is the original cost for rate making 
purposes and how and by whom is it to be fixed? 

In many instances the original cost cannot be deter- 
mined from the books of the existing company. Many 
pubtic utility properties as they exist today are the 
result of the consolidation of two or more companies, 
combinations, purchases, trading, etc. The books and 
records of the earlier companies—they may have been 
started thirty, or forty or even fiftv years ago—are not 
available in many instances. They no longer exist. In 
others such records as were kept will not show the true 
cost of the properties nor the sums that have been spent 


for construction. 

If “Prudent Investment” or “Original Cost” is to be 
the order of the day the only practical method of apply- 
ing it is to start from scratch with present valuations 


remaining as they are. For the electric utilities as a 
whole they represent a fair value of the existing prop- 
erties. Then use “Prudent Investment” for future devel- 
opments. This is a simple practical plan although it is 
a very serious question whether it will eventually work 
out in the interests of the consumers and the investors 
in public utility properties. 


Selling Obstacles 


Then there is the question which is being constantly 
raised by the Average Citizen as to why, if some com- 
munity such as Chattanooga, Tennessee, wants to buy 
its distributing system from the Tennessee Electric 
Power Company, is willing to pay a fair price for it, and 
then buy its electricity from the T V A, the Tennessee 
Electric Power Company doesn’t sell it and end the 
discussion. 

The difficulty is that the distributing system in Chat- 
tanooga, while a small unit in a great power system, is 
nevertheless a very important unit; for together with 
scores of other similar units it provides a market for 
the power generated by great dams and steam gener- 
ating power houses from which the electricity is sent 
over transmission lines for, perhaps, a hundred or more 
miles. Very few people see these great power houses or 
transmission lines but it is safe to assume that at least 
70 per cent of the investment in the system is invested 
in them—cut off their terminals, their market, and there 
is nothing left but so much junk. 

The Commonwealth & Southern Corporation has 
offered to sell to the TVA or, as it might better be 
stated, the Federal Government, the Tennessee Elec- 
tric Power Company as a whole—a going concern. But 
it cannot sell it piecemeal. It cannot sell its best mar- 
kets for electricity leaving itself as a manufacturer might 
be left with an idle factory filled with useless and rust- 
ing machinery. The Pennsylvania Railroad might just 
as well sell its terminal, freight yards and trackage serv- 
ing the city of New York. Its tremendously expensive 
electrified lines leading into New York would be abso- 
lutely useless except for a small amount of local pas- 
senger and freight transportation which would not pay 
for the up-keep. 





o 





It has been claimed by the advocates of Government 
ownership and operation that the private utilities seem 
to be prospering and that the production and sale of 
electricity by them has been stesdily increasing. This 
was true for the past two or three years. 

But 70 per cent of this increase has been due to the 
demand for industrial power. Recently that demand 
has been at lower levels with little prospect of substan- 
tial improvement before fall. Unemployment is increas- 
ing. The relief rolls and the demands all over the country 
that the Federal Government provide more and more 
artificial jobs producing non-productive works which are 
not needed and which we cannot afford are mounting. 
This can mean only one thing—a falling off in industrial 
activity and consequently a falling off in the demand 
for large industrial power. 

All of which brings us up to the fact that if a definite 
friendly relationship could be established and main- 
tained between the electric utilities and the Federal 
Government they could not only get back on the road 
over which they were so bravely marching prior to 1933 
but could make an invaluable contribution to some of 
the problems involved in the present situation. 

It is supposed to be the earnest desire of the Admin- 
istration to break down the barrier to the private capi- 
tal market. Billions of dollars of idle capital are lying 
in the banks of the country because capital is afraid 
to take any excursions into new enterprises or to assist 
in the expansion of old ones. This has been particu- 
larly true in the electric utility market where there has 
been nothing available short of strong mortgage money. 
No one seems to know wher there is going to be an- 
other blast from the White House. What would happen 
if this fear could be removed? 

Looking over what would probably have been the 
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Hales Bar steam and hydro electric plants of the Tennessee Electric Power Company 
on the Tennessee river below Chattanooga. 


normal program of the electric 
utility industry during the past 
five years we find that the jp. 
dustry is probably 2 billion 
dollars behind in much needed 
expenditures for extensions of 
service, expansion of generating 
and transmission facilities and 
the replacement of obsolete or 
worn out machinery. In other 
words it could profitably spend 
—profitable to its customers, its 
stockholders and its army of 
employees—at least 1 billion dol- 
lars during the next two years, 

What does this mean in terms 
of employment—terms of men 
and women who at the present 
time may be on relief or work- 
ing on non-productive jobs, of- 
fensive to every self respecting 
worker? 

Such a prograin of construc- 
tive spending would have its 
repercussions on every major 
industry in the country. If we 
trace it back from the point of 
erecting the poles, stringing the 
wires and transmission lines, in- 
stalling the new machinery, setting the transformers, 
etc., through transportation, the electrical manufactur- 
ers and all the other industries to the mines and the 
forests we will find that except for an almost negligible 
amount properly chargeable to executive management 
every dollar of this money goes into payrolls. 

It means at least two years of honest employment for 
an army of at least 70,000 persons and that they and 
their families can be taken off the relief rolls or having 
the taxpayers relieved of their support by having to 
advance the capital for non-productive works which, 
today, are more than luxuries. It means a very definite 
addition to the wealth of the nation instead of unheard 
of additions to the public debt. 

It means that scores of thousands of persons would 
have to be added to the permanent payrolls of the elec- 
tric utility industry to take care of these increased 
facilities. 

It also means that a very large amount of the frozen 
capital which is now cluttering up the banks would be 
released and put to work thus meeting the President’s 
alleged desire to break down the barrier to the private 
capital market. 

How can this be accomplished? Mere promises from 
Washington will not do. Even a formal and solemn 
announcement of a complete change of Federal attitude 
and Federal policy toward the electric utilities will 
scarcely de it now. 

One of the oldest axioms in the world is the statement 
that “the power to tax is the power to destroy.” Mr. 
Matthew Woll, the great labor leader, has made a unique 
suggestion which may be worth considering and which 
might have the effect of restoring confidence. He argues 
that the power to tax can be used in such a way as to 
take the unemployed off (Please turn to page 253) 
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Publie Utilities 
In a Nutshell 


Meanwhile utility stockholders have received larger divi- 


In spite of government competition and regulatory repres- 
dends in the past two years; ... 


sion, in spite of higher material and labor costs, in the face 
of taxes which have mounted steadily . . . 
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All figures are for the calendar yea! 
Pi Fund . = zi Gross ?_ Ratio . peer Desiweton wy Grees Revenue—— Rati 
ant— unde Cc Operating ‘om. Stoc wy. ater, H' = 
Company Book Value Debt Stockh ota Earnings Elec. Gas and lice Telep - 
(millions) (millions) (shares) (millions) to Gross % % % % 
American & Foreign Power.................. 643.3 184.6 2,029,338 62.2 d 84 2 12 2 
n. p.) 
American Gas & Electric... ............02008 366.5(1) 177.5 4,482,737 74.3 15.5% 9 > Se = 1% 
(n. p.) heating 
American Light & Traction...............++. 144.0 69.1 768,051 4i.1 11.8% 14 “re 
(Sas par) coke 
ee EMH raseeostnnshasone 674.5 362.9 «= 3,013,812 98.4 d 85 . i. 
n. p.) 
American, Waterworks & Electric............. 312.9 184.8 cor 2,342,999 j 53.2 5.0% 67 2 ; — 24% 
(n. p.) water 
Associated Gas & Electric................ se . ~ 922.9(15 ; 582.7 4,570,279 128.6 d 80 1 > 4 3 — 


Cl. A ($1 par) 




















rr Soi tances ds 147.9 53.0 617,161 32.9 16.3% 97 i 3 
($100 par) 
eee eee 98.3 49.0 745,364 22.4 8.9% : 100% ie By-product 
(n. p.) coke 
Cities Service. ... von Gurktekeesneecs 880.9 385.4 3,714,317 241.3 1.5% 21 18 59 2 
($10 par) mostly oil misc. 
nat. gas 
Columbia Gasf& Electric ete ee aye ; 486.1 184.5 12,223,256 98.6 7.1% 28 67 5 
(n. p-) 
Commonwealth & Soutkern.............. .. 1,018.2 528.8 33,673,328 148.8 4.1% 80 8 10 2 
n. Pp. 
Commonwestth Edi Edison (Giiceao)... Seok wy nee ag 269.7 m= 194.5 . 1,797,758 88.5 16.8% 100 caer 
He par) 
Cons. Ges, El. Lt. " & Power (Baltimore). . os 126.2 67.7 ac 1,167,397 34.7 15.5% 72 26 ees 7 2 
n. p.) 
Consolidated Edison (New York)............. 1,164.4 430. 8 41,471,527 235.2 10.6% 78 17 : 5 
(n. p-) 
DNEEMMGR.c.....-...-.+:s.sss.....-.-. > 0C~*=<C*«SD ~ 4,272,260 59.3 16.7% 96 i. a aS 
($100 par) steam 
Electric Power @ Light...................... 606.2 279.9 ~ 3,421,196 109.4 3.7% 45 _ a Sa. 
(n. p.) nat. gas oil 
‘Engineers Public Service. . . acs, ee: Se: 1 1209, 968 52.5 2.7% 71 ys a 
($1 par) steam 
Federal Water Service... elses) ae 568,775 16.9 ~ 0.9% chiefly water, small amount of gas _ 


Cl. A (n. p.) 














FoialisgkGSetlion.................... 362 4x82 ~ §24,903 9.5 15.0% 72 17 ———i— 
($15 par) 

International Hydro-Electic............... 460.3 272.2 854,177 62.9 2.8% 86 7 7 aes te 
($25 par) 

Louisville Gas & Electric...............-...- 61.9 29.0 600,374 10.5 41.2% 73 27 ace et oe 

Cl. A (n. p.) 
National Power & Light.................-..- “475.8 267.7 ne ; 84.2 ~ 8.8% 85 i Se 
n. Pp. 

i atas........................ —_ os  Qeeneee 59.8 3.2% 82 : “ar ==>. oo 
($5 par) 

Niagara Hudson Power...........--..--00++- 495.6 234.1 9,581,034 87.6 9.2% 86 : = a 
ee par) 
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OF LEADING PUBLIC UTILITY COMPANIES 


year 1937 unless otherwise noted. 


Ratio of Maint. & Dupres. te 


Gross 


NF 


19.1% 


11.7% 


NF 


16.6% 


15.8% 


18.4% 


11.0°% 


16.5% 


17.6; 


NF 


14.7% 


13.2% 


14.0% 


20.2% 


NF 


17.6% 


13.0% 


NF 


15.1% 


16.4% 


NF 


19.1% 


17.5% 


i—Fixed charges times earned 1936, 1.03; 1937, 1.05. 





Plant 
Value 


NF 
3.81% 


3.33% 


NF 


2.83% 


2.47% 
4.08% 


2.507 


3.57% 
NF 
4.83% 
3.66°( 
2.84% 


4.53% 


NF 


3.05% 
13.08% 
NF 
2.05% 
2.78% 
NF 


3.28% 


3.08% 


Common Stock Earnings 


1936 

5.84 
on 1st Pfd 

2.20 


1.67 


0.25 


1.51 


8.38 


3.02 


0.10 


0.53 


1.70 


4.52 


2.33 


8.39 


0.60 


0.33 


0.06 
2.61 


0.54 
2.2 


0.99 


0.49 


0.81 


1937 
7.11 
on 1: PFd 


2.57 


1.00 


4.63 


2.17 


7.82 


2.02 


7 1.50 
onClA on ChLA 


1.36 


Latest 
1938 


2.37(3) 


1.69(3) 


0.66(2) 


0.83(3) 


8.44(3) 


2.23(3) 


0.50(3) 


0.58(3) 


0.14(3) 


1.87(3) 


4.46(3) 


2.05(3) 


6.57(3) 


0.99(2) 


0.79(3) 


0.03(3) 


0.73(3) 


Common 
Dividend Common 


None 


1.75 


None 


None 


None 


None 


None 


None 


None 


3.60 


2.00 


None 


None 


None 


1.00 


None 


1.50 


0.60 


None 


1°4(A) Recapitalization plan proposes to 


16(A) This company 


Recent 
Price of 


COMMENT 


3 Lower raw material prices and political unsettlement in important foreign 
service areas hamper operations. Policy of reducing large floating debt 
will delay dividend payments on 1st Pfd. issues. 





25 Territory served is fairly coments and well integrated. Current low rate of 
industrial activity is affecting load considerably, but common stock is strong 
equity, protected by large allowance for maintenance and depreciation. 





13 With change-over to natural gas in many of its territories in recent years, 
industrial load is of considerable import , especially in Detroit area. 
Operations in other areas currently more stable. Holds large investment in 
Detroit Edison common. 








5 Operations in important Montana area currently affected by decline in cop- 
per mining activities. Properties producing over 30% of gross in areas close 
to gov t power project pecially Bonneville and Grand Coulee. 








9 The SEC has approved company’s plan of capital simplification, but actual 
carrying out of plan dependent on more favorable conditions for financing. 
Electric properties well integrated in the heavy industrial region of western 
Pennsylvania and West Virginia. 





¥(A) In view of small margin of earnings over fixed charges, current recession in 
business is probably exerting a squeeze on net sufficient to wipe out this small 
margin. Has registered with the SEC. 


116 A well managed and conservative company. Severe business slump in New 
England affecting industrial takings, but residential load is above average. 
Dividend reasonably secure. 








14 Rising taxes and operating expenses more than counterbalanced a rise in 
gross revenues of 2.2% last year. Has applied for a basic rate increase for 
residential service, but unlikelihcod of this makes prospects for dividend 
resumption remote. 





- Parents’ income from utility (electric and mfg. gas) is small, chief income 
teing derived froin oil and natural gas, in which two latter divisions company 
now seeks to engage directly as an operating company. 





6 Eoth gas and electric properlies are well integrated, chiefly in Ohio, but has 
extended wholesale cperati considerably in recent years directly and 
through partly owned companies. Drop in industrial activity will affect 
earnings in second and third quarters of 1938. 








11% Both northern and scuthern groups of properties fairly well integrated, but es 
long as T. V. A. threat exists, will probably not increase preferred dividend 
disbursement above pvesent rate. 


25 Although earnings will probably be lower this year than last, the current 
common dividead appears safe. Over 98% of Public Service of No. 
illinois common has been acquired, and more close alignment with this and 
other affiliates is logical. = 

68 Steady reductions in electric rates in past have made residential rates among 
the lowest in the East. The industrial load is about average and well diversi- 
fied, so that earnings in 1938 should hold up relatively well. 


23 This is the country’s largest utility. Operating in the four largest boroughs of 
New York City, and in Westchester, therefore not subject to Federal super- 
vision. Load being predominantly idential, i drop this year 
should be nominal. _ 

86 Slump in aut bile production is taking severe toll currently, so that 1938 
earnings may show large drop. Otherwise, company is well managed and 
should pick up quickly with recovery of automobile activity. ‘ 

9 Through ownership of majority 2nd preferred and common of United Gas, 
has large interest in oil and natural gas. Period of heavy development ex- 
penses of United Gas nearly completed, so that in time, Electric Power & 
Light will be in position to receive returns on this large investment. 

S All dividend arrears on preferred stocks cleared up Jan. 1938. Manage- 
ment is idering lidating eastern and southwestern properties into 

_integrated systems, and may dispose of Puget Sound and western properties. 

hang preferred into 14 shares new 

common plus certificate for $43.75 in lieu of back dividends, while Class A 
receives share for share new common. Has large inv t in South 

__Natural Gas. See 

1 Scattered properties in territ largely dependent on mining and lumber- 

ing industries, which currently are depressed. Has for several years been 

using earnings to reduce debt, but last year paid a dividend on common, first 
since 

Parent company’s cash and anticipated income believed sufficient to meet 

interest on debentures through 1938. New Englatid subsidiary outlook de- 

pressed, but better prospects appear for Canadian properties this year. 

n , controlled by Standard Gas & Electric, is practically an oper- 
ating company. Suffered loss of revenue and property damage in 1937 

__floods, but this will be amortized over a period of years. 

7 Although about one-third gross originates in T. V. A. area, system derives 
over 85% of net from Pennsylvania and Texas properties. Because of im- 
portance of the industrial territory, current business recession is having severe, 
although temporary, effect, 

6 Wide diversification chiefly in agricultural areas should mitigate effect of 
current business depression. Managerial and financial policies sound, tut 

__further subsidiary capital simplifications are necessary. 

7 Industrial depression affects sales of industrial power, which are large. The 
full effect of the state 2% gross tax will de felt this year, operative only since 
the second half of 1937, but can save substantial amounts if refunding again 
becomes feasible. 
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All figures are for the calendar 




































































Company 
American Cities Power & Light 


American Superpower. 


Central States Electric 


Electric Bond & Share 
Stone & Webster .. 


United Corporation 


N. F. —Not een: d 


N. P.—No Par. 
Dec. 31, 1937. 





1 Gross “— . ———Derivation of Gross neque ais 
Plant— Funded Common Operating Com. Stoc wy. ater, H't 
Company Book Value t Stock Revenues Earnings Elec. Gas and Ice Telephone 
aN Oe. Bc _ (millions) (millions) (shares) (millions) toGross % a = ~~. 
North Amesicon............. 533.4 340.7 8,574,677 121.3 13.7% 79 4 9 e 
n. p.) 
Pacific Gas & Electric........ 587.4 276.8 : 6,261, 357 7 100.4 16.9% 70 29 oe 1 
($25 par) 
PI 28 ok ce che cis wicca clas 108.3 46.0 a 1,608,631__ 417.9 13.8% 100 
n. p. 
Peoples Gas, Lt. & Coke (Chicago).......... 106.6 79.1 664,425 40.6 6.0% 7 100 = 
($100 par) (and by- 
ae eee : products) me 
Public Service of N.J........... 529.0 174.8 5,503,193 126.9 11.3% 55 23 22 
n. p.) 
Southern California Edison..... x 295.6 162.0 3,182,805 42.4 16.5% 100 7 
($25 par) 
Standard Gas & Electric wee 555.1 361.6 2,162,607 102.6 d 67 18 14 1, =< 
ta — no Py a — 
United Gas 245.6 39.1 7,818,959 46.8 4.2% 65 oil, gasoline & sulphur 
(par $1) as 35- S 
United Gas & Improvement 552.3. 253.1 23,252,010 109.0 23.2% 78 16 3 3 
n. p. 
United Light & Power 368.5 265.3 3,476,768 _ 89.5 1.8% 47 40 8 5 
cl. A& CIB 
Utilities Power & Light................ 215.4(1) 175.9(1) 1,167,883 33.1(4) d 66 30 4 
Cl. A ($1 par) 
Gross Ratio Derivation of Gross Revenue—— 
Plant— Funded Common Operating Com. Stock wy- Water, H’ t, 
Company Book Value Debt Stock Revenues arnings Elec. Gas andice Telephone 
—— Sa (millions) (millions) — (shares) (millions) _ to Gross % % % Te = 
American Tel. & Tel 3,191.0 871.5 18,686,794 1,055.3 17.3% 
($100 par) 
International Tel. & Tel.. ¥ 208.2 ~ 185.5 6,399,002 82.3 12.5% 
(n. p.) 
Western Union Telegraph. 261.5 91.1 1,045,278 100.5 3.3% 
($100 par) 


MANAGEMENT AND MISCELLANEOUS 


- Assets : Funded Debt 
(millions) (millions 
23.5(m) 
mak a 
~ 26.8(m) None 
20.1(m) 36.5 
253.4(m) i None 
—22.1(q) 6.6 
~150.3(m) None 


Common Stock 
; ares _ 
2,904,771 

Cl. B ($1 par) 


~ Preferred Stock 
___ Shares 
146,497—$3.00 Class A 
139,300—$2.75 Class A 


235,207 shares $6 Parneanee 8,293,005 
182,300 shares 1st $6. (n. p.) 
163,640 shares 7% & 6% Pfd. 10,110,544 
31,661 shares Conv. Pfd. $1 par) 
1,155,655—$6 Pfd. 5,267,147 
300,000—$5 Pfd. ($5 par) 
2,104,391 
n. Pp. 
2,488,712 shares $3 Pfd. 14,529,492, 
(n. p.) 








—Deficit. (1)— 


As of eal 31, 1936. 


*—Fixed charges times earned 1936, 0.77; 1937, 12 months to June 30, 0.80. 


1938. 


(3)- For 12 months 


(2)—For 12 months ended Feb. 28, 
(A) Class A shares. 
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year 1937 unless otherwise noted. 


Ratio of Maint. . & Deprec. to 





(ee i ee 
Plant 
__ Gross ____—Value 
~~ 49.1% 4.35% 
~ 47.9% 3.07% 
45.7% 6.97% 
42.8% 4.88% 
~~ 46.0% 3.83% 
~~ 48.0% 2.59% 
NF NF 
NF NF 
14.6% 4.89% 
14.7% 3.56% 
17.3% 2.66% 


ww of Maint. 8 Deprec. to 


Plant 

___ Gross j _ Value _ 
35.5% 11.43% 
"NF ———sONF 
18.9% 6.95% 


———_———Earned Per Share Common————__—. Common 
= 1936 9387S Latest 1938 Dividend | 
0.19 0.26 46 0.30 
on CI. B on CI. B on CI. B 
7 ~ 5.09 None 
on 1st pfd. on 1st pfd. 
Bondint. ‘Bond int. | 
covered covered 
0.63 times 0.85 times sons None 
0.17 0.42 0.36(3) _ None 
0.52 0.41 0.35(3) None 
- 0.19 0.22 0.2203). 0.20 


ended Mar. 31, 1938. (4) 


~ Common Stock Earnings __ 


OF LEADING PUBLIC UTILITY COMPANIES [Continued] 
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a Sn Recent 
Latest Common Price of COMMENT 

1936 1937 1938 Dividend Common 

1.74 Ce 8 -— wexivas 1.20 18 A well managed and conservative holding company, with substantial asset 
value for common in case Public Utility Act requires disposal of large part 
of properties. Current business depression affects its important industrial 

= Se aa ae a2 business. 

2.55 2.71 2.68(3) 2.00 25% Continued growth of territory and echunding of mt into low coupon issues 
has been the e rate reduction in recent years. Company 
carries large residential load, so that electric Gaslnoes should show little effect 

: OA pees from current business depression. 

3.88 4.10 3.32(3) 3.00 34 Company has disposed of electric properties to City of Los Angeles, and 

ree eon now entirely natural gas. Temperatures during first quarter 1938 
; a ee above average, cutting earnings appreciably. 

3.21 3.65 2.99(3) 2.00 27 Recent rate increase, estimated to add $2,500,000 to gross, subject to liti- 
gation. Industrial business chiefly low profit sales, so that sharply reduced 

on Ng = sales in this division of minor significance to residential business. 

2.73 2.65 2.48(3) 2.00 28 Absorption of $1,250,000 electric rate cut effective: at first of year hindered 
by business recession. Dividend recently cut to 50 cents quarterly appears 

: yeh __feasonably secure. — 

2.42 2.18 2.10(3) 1.6214 20 Earnings drop in 1937 due me to heavy promotional expenses made to 
offset loss of municipal b and Los Angeles. 
Better than average stability likely ri year because territory is largely 

males residential. 
0.52 0.21 d0.39(2) None 3 Sharp decline in industrial activity severely affecting earnings, especially in 
on $4 Pfd. on $4Pfd. on $4 Pfd. ae Pittsburgh area, and for time being may delay recapitalization plan. 

0.20 0.25 0.08(2) None 3 Development of oil fields largely completed. While profits are declining 
appreciably, earnings available for 1st preferred and should permit progress 
on clearing arrears ¢ of over $25 a share in this issue. 

1.09 1.09 1.06(3) 1.00 10 Drop in — $0 far this year reflecting the effect of the $3,107,000 

; of Philadelphia Electric Co., principal subsidiary 
; consid wits elicits of tenes depression. 

0.26 0.46 0.38(3) None 214%,(A) Company represents a pyramided structure, affording high degree of leverage 
to the Class A stock. Higher expenses absorbed most of last year's revenue 
gains. Hee nn te 
Atlas Corp. has large interest in company's debenture bonds, but conflict of 
interest and litigation are delaying reorganization of company. Trustee es- 
timates value between $49,000,000 and $58,000,000, against $50, 000,000 

zs None Yel A) debentures. eas Siagd at Sa ae 
Common Stock Earnings ‘ 
—— - Recent 
Latest Common Price of COMMENT 

1936 =: 1937 1938 Dividend Common ne ae 6 

9.89 9.76 9.50(3) 9.00 128 Gross is holding up well; stations still gaining but at a retarded rate. Earnings 
thus far this year not sufficient to cover dividend requirements. Taxes a 

ee ___ costs have cut heavily into net. Dividend uncertainties must be conced 

0.62 1.60 None 71 Earnings do not include Spanish subsidiaries, ae in a normal year such as 
1935 earned about 50 cents a share on common. In 1937 about 51% of net 

Passi a ___derived from manufacturing, and 49% from telephone properties. 

3.18 6.89 0.70(3) None 20 Company's earnings revival await recovery in general ee activity. A 


For 12 months wuld June 30, 1937. 


Recent Price 
of Common 


2%, 


15% general rate increase was turned down recently by F. C. C. but case is 
being formally brought up again, as higher gross is necessary to offset increase 
in labor « costs and | taxes. 
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~ In 1937, there was retired $2,100,000 notes and 18, — shares Class A pfds. 


major investments in North American common or affiliated companies. At 
end of 1937, Class A shares had asset value of $55.44 per share, and Class B 
had value of 26 cents a share. 





~ About 75% of holdings in utility common stocks, with major commitments 


in Com. & Sou. and United Corp. common Net asset value per share $6 
preference was $35.12 at end of 1937, against $108:09 at end of 1936. 


Owns 575,489 shares North American common, 2,027,255 shares Am. 
Cities Class B., 737,189 shares Elec. Share holdings common, 1,468,800 shares 
Blue Ridge common and certain minor investments. Net asset value per 
$1,000 bond was $551 at end of 1937. 








~ Asset value of $20.47 a share on common at 1937 year-end, against $40.78 


year before. Future of company is matter of ee only until Supreme 
Court has ruled on all parts of P. O. Act of 1 


Company has divested itself < ar holdings - Enetie Public Serv. and 
Sierra Pacific Power, dist n Dec. 1937. Now functions 
solely as engineering, ea por service company. 


Broader es policy has been decided on whereby ownership in util- 
ities now held will be reduced to 10% or less in each company, and pro- 
ceeds Nn Bg in industrials. Dec. 31, 1937 asset value equivalent to 
$60.4 40 per share e pid. ai and $1.76 per share common. 

















ad pore value as of December 31, 1937. ] (q)—Book value of assets as of 
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STERLING PRODUCTS, 








INC. 











An Ineome Producer With Possibilities 


Diversified Line of Standard Remedies Produces Steady Profits 


BY PHILLIP DOBBs 


r 

Riis are not many ommon stocks, aside from guar- 
anteed and other special groups. which over the past 
five years have fluctuated no more than 40 per cent from 
their highs. Yet, between August, 1933, when it was 
first listed, and the present day. the range for Sterling 
Products has been between a low of 45°34 and a high 
of 78%. When one remembers that this is a period which 
covers practically the whole New Deal, with all its tink- 
erings with the economic system, and a period during 
which there was a sharp rise in business and security 
prices in general and an even sharper decline, the relative 
steadiness in the case of Sterling Products is the more 
remarkable. 

The company is the largest of the five concerns which 
emerged from the dissolution of Drug, Inc. But although 
the present Sterling Products, Inc., is less than five years 
old, the business itself is an old-established one. The 
company is a manufacturer of a long list of proprietary 
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medicines and toilet preparations. Among the company’s 
best-known products are Bayer Tablets of Aspirin. 
Philips’ Milk of Magnesia, Fletcher’s Castoria, California 
Syrup of Figs, Danderine, Diamond Dyes, Dandelion 
Brtter Color and Dr. Lyon’s toothpowder. Many of 
these preparations are known not only throughout this 
country, but in many foreign countries as well. There 
are even plants abroad. It is estimated that forcign 
sales represent about 20 per cent of the total. 

As might have been expected from the nature of the 
business, profit margins are high and the ratio of sales 
to plant investment is high also. Last year net sales 
amounted to $33,852,852, while the company carried its 
entire physical property, land, buildings and machinery. 
at a net valuation of only $3,516,282. This last figure 
covers the plant at Rensselaer, New York, which is 
located on 27 acres of land having a_ thousand-foot 
frontage on the Hudson River; it covers also the plants 
at Wheeling, West Virginia, the Canadian property at 
Windsor, Ontario, the English property at Newcastle-on- 
Tyne and a number of other plants. 

On its net sales of $33,852,852 last year Sterling Prod- 
ucts made an operating profit of $10,008,831, while in 
1936 net sales of $31,250,390 produced an operating profil 
of $9.811.035. In other words, the operating profit was 
about a third of sales in both cases—a little more than 
a third in 1937 and a little less in the previous year. 
Business as a whole, of course, has no such high ratio of 
earnings to sales, but it is not unusual for companies 
where the element of goodwill looms unusually large as 
it does in this case. Fundamentally, the stockholder in 
Sterling Products has very much the same kind of thing 
as a stockholder in Coca-Cola. The safety of his capital 
and the return he is to receive on it essentially depends 
upon the public’s willingness to buy the company’s 
products without very much regard for their intrinsic 
worth. 

One can look at this matter of goodwill in another 
way. There are 1,705,150 shares of Sterling Products out- 
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standing with the public and the 
present market price is around 
1 a share. Hence, the com- 
pany 1s valued today as a going 
concern at a figure just over 
3100,006,000. The net tangible 
assets are about one-fifth this 
sum, or $20,000,000. The differ- 
ence, or $80,000,000 represents 
the valuation which the market 
places upon the goodwill of the 
company: the company’s own 
balance sheet figure is only 
$12,000,000, which obviously errs 
heavily on the conservative side. 

But what of the public’s figure? 

Is this also conservative, or is 

this too high? 

The only possible way in 
which to appraise goodwill is on 
the basis of the earnings’ record. 
Since 1930, Sterling Products or 
the predecessor organization has 
never once reported earnings below $8,000,000, or the 
equivalent of $4.66 a share of common. This is a period 
which covers the full extent of the Hoover depression 
and a head start into the Roosevelt depression. If the 
majerity of companies were capitalized at ten per cent of 
the lowest earnings reported since 1930 the appraised 
value would be minus something or other. In the case 
of Sterling Products, however, capitalization at ten per 
cent of the lowest carnings reported since 1930 gives a 
figure of $80,000,000 or not so very far from the value 
which the market currently places on the company. 
Last vear’s earnings capitalized at ten per cent would 
give a justifiable valuation in excess of $90,000,000, or 
even closer to the market appraisal. On a_ per-share 
basis the profit in 1937 was equal to $5.28, while for the 
first quarter of 1938 the company has just reported earn- 
ings equal to $1.54 a share of common against $1.60 for 
the same period a year ago. 

At this point it may be asked why the figure of ten 
per cent is taken: why five per cent or twenty per cent 
could not have been used just as well and, by doing so, 
purport to prove either that the market valuation of 
Sterling Products is exceedingly low or excessively high? 
While this could have been done, of course, ten times 
earnings is generally considered a rough-and-ready yard- 
stick which errs, if anything, on the conservative side. 
When, as in the case of Sterling Products, there is no 
preferred stock and no bonds, other than a minor amount 
in notes payable, the ten times earnings rule operates 
with more than usual conservative effect, for it is cus- 
tomarily applied to per-share earnings. 

That this is so may be seen by considering the case 
of a company capitalized at ten shares of $5 preferred, 
selling at 100, and ten shares of common selling at 50. 
The year’s earnings are $100. Deducting $50 for pre- 
ferred dividends, leaves earnings of $50 for the common, 
or $5 a share, so that the common sells at exactly ten 
times the applicable earnings. In this case the market 
places a valuation on the company of $1,500—the market 
price of the preferred plus the market price of the com- 
mon. On the other hand, were the company’s sole capi- 
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; Phillips 


Tooth Paste 


Some of the items comprising Sterling Products’ line. 


talization twenty shares of common stock, applicable 
per-share earnings would be $5 and the stock presumably 
should command a price of no more than $50, or a total 
market valuation for the whole concern of $1,000. Hence. 
the application of the ten-times-earnings rule in the case 
of Sterling Products does make for a more conservative 
appraisal than would be the case with companies having 
large capital obligations senior to the common stock. 

At the same time, however, there has long been an 
understandable tendency on the part of the public to 
value the earnings which are the result of the kind of 
goodwill possessed by Sterling Products, Coca-Cola and 
such companies at less than they value the same earn- 
ings derived from large physical assets. Not that there 
is any lack of appreciation that it is possible to have a 
big plant and no earning power. But assuming that 
profits there are, the public will usually pay a little more 
for those that come out of a big plant than for those that 
are mainly the result of intangibles. Probably, the con- 
crete materialization of wealth makes them feel some- 
what safer. It is very much to be doubted that a coni- 
prehensive statistical study would bear out the soundness 
of this reasoning, but there it is and every time a Lehn 
& Fink, a Lambert or any other drug. cosmetic or soft 
drink company begins to lose ground the public takes 
it as confirmation of its worst fears. 

Sterling Products is rich in liquid resources and pur- 
sues a policy of buying up smaller profitable concerns 
Last year, for example, it bought the American Ferment 
Co., Cellasin Co. and the Drew Pharmacal Co. for a 
total price of $7,290,000. This policy should be a power- 
ful force in keeping the company’s line of products con- 
stantly alive and thereby offset the effects of any wan- 
ing in the demand for older and possibly less fashionable 
preparations. Despite this, however, the company can- 
not escape entirely from the group whose securities the 
investing public think should be conservatively ap- 
praised. Any prospective purchaser of an interest in 
Sterling Products must take this into consideration, for 
it accounts in a large mcasure for the issue’s liberal vield 
—four quarterly dividends (Please turn to page 250) 
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Installment Finance Companies 


The installment finance com- 
panies had a record breaking year 
in 1937 and they entered 1938 with 
much momentum in the form of 
unliquidated receivables. Commer- 
cial Investment Trust does not issue 
quarterly reports but Commercial 
Credit in the first three months of 
1938 showed earnings equivalent to 
$1.48 a share of common compared 
with $1.72 a share in 
the corresponding period. 
While no one could com- 
plain of Commercial Cred- 
it’s latest report. it may 
well be that the first quar- 
ter for this company, as 
well as for others in the 
same field, will be the best 
of the vear. This is be- 
cause the finance com- 
panies have been eating 
into their backlogs. Com- 
mercial Credit in the first 
three months of 1938 pur- 
chased receivables in the 
amount of only $127,000,- 
000, against $237,000,000 
a year ago: undoubtedly 
other companies have had 
a similar experience. 

Both Commercial Invest- 
ment Trust at $35 a share 
and Commercial Credit at 
$28 a share undoubtedly 
have discounted a major 
set-back in earning power 
and do not appear to be 
over-priced even in the 
light of the adverse show- 
ing which is likely to be 
made later. There are, 
however, always some in- 
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dividuals attracted by an extremely 
high rate of return who are tempted 
to buy on the basis of past pay- 
ments. Commercial Credit distrib- 
uted $5.50 a share on its common 
and Commercial Investment Trust 
$5 a share during 1937 and if one 
considers no more than this both 
issues certainly do appear attractive 
at present levels. However, neither 
of these dividends can be considered 
safe and if the investor does not 





Above is a section of the designer's model of New York City’s 
metropolitan area, an ambitious exhibit planned by Consoli- 
dated Edison for the N. Y. World's Fair. It will be an animated 
architectural model in the form of a diorama, nearly a city 
block long designed to show the maze-like network of electric, 
gas, steam and subway lines. Supplying the Fair's power re- 
quirements through its subsidiary, New York & Queens Electric 
Light & Power, Consolidated Edison will be an important 


beneficiary of the enormous project. 











wish to be caught off guard he 
should prepare himself for some re- 
duction. On the other hand, even 
though present rates were halved 
the percentage return could not be 
considered bad. 





A Logical Merger 


A special meeting has been called 
for August 10 at which the stock- 
holders of the Allegheny 
Steel Co. and the Ludlum 
Steel Co. will vote upon a 
plan to merge the two 
companies. Directors of 
both have agreed already 
to the plan which will en- 
tail the formation of a new 
company and in which 
both Allegheny and Lud- 
lum stockholders will re- 
ceive stock for their 
present holdings share-for- 
share. The proposed mer- 
ger fundamentally is a 
logical one. The products 
produced by the two com- 
panies overlap hardly at 
all: Ludlum makes tool 
and other special steels 
which are not produced by 
Allegheny, whereas Alle- 
gheny’s production of wide 
flat rolled steels will be a 
great complement to the 
other’s business. The 
merged organization will 
more completely cover the 
field of alloy steels than 
any other. 

Nor can one criticize the 
terms of the proposed con- 
solidation. Market price is 
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frequently an obstacle, but 
here we find the stocks of 
the two companies selling 
yithin a fraction of each 
other at $14 a share. Speak- 
ing Very generally, Alle- 
cheny is roughly twice as 
large as Ludlum, but its 
capital liabilities are on a 
similar scale, for it has 
33000 shares of 7% pre- 
fered outstanding, where- 
as Ludlum has no_ pre- 
fered. There are out- 
standing 754,000 shares of 
Allegheny common to 498,- 
(00 shares of Ludlum. Alle- 
gheny’s working capital at 
the end of last year was 
$6,043,000, against slightly 
less than $4,000,000 for 
Luduum. All in all, it 
sems that the stockhold- 
ers of these two companies 
might well agree to put 
the proposed consolidation 
through with dispatch. 





The Knoxville Purchase of 
Tennessee Public Service 

The city of Knoxville’s 
offer of $7,900,000 for the 
electric properties of the 
Public Service 
Co. has been accepted by 


Tennessee 


Celanese Corp... 
industry, recently announced a price reduc- 


American Telephone & Telegraph... 
the undeniable seriousness of the present 
depression, this company continues to gain 
stations. 
in the rate of increase, 


Following others in the 


tion on all rayon yarns between 75 denier 
and 300 denier. Rayon is now selling at the 


lowest price in history. 


Pittsburgh United ... This company's holdings 
of 106,002 shares U. S. Steel common are 
to be distributed to the owners of its pre- 
ferred. First, however, Pittsburgh United's 
debts must be liquidated which will result 
in the sale of considerable U. S. Steel and, 
although the court has taken the position 
that this need not be dumped, it may well 
have a depressing effect on "Big Steel," 
particularly as today's markets are so thin. 


Despite 


There was some slowing down 
but that there 


should be any steady net gain in installa- 
tions during the first five months of this 
year is remarkable indeed. 


Canadian Pacific ... President recently stated 
before a Senate committee at Ottawa that 
eventual unification of Canada's two trans- 


continental systems was inevitable in the 


North American Aviation . 


Developments in Companies Recently Discussed 


national interest. It wes his intention to 
solve the problem of excess labor by not 
replacing men who dropped out for any 
reason. The same system probably could 
be followed to advantage by American 


railroads. 


. . There seems to 
be some basis for the belief that the Brit- 
ish Government is negotiating with this 
company for a considerable number of 
basic combat planes. While no direct state- 
ment was made by the British air mission 
which sailed for home recently, the in- 
creased European tension raises the proba- 
bilities that American aircraft manufac- 
turers eventualiy will receive substantial 


foreign business. 


Sears, Roebuck . . . The mid-summer catalog 


which has just been mailed to some 11,000,- 
000 customers shows that this company is 
making a real bid to sustain its sales’ vol- 
ume by cutting prices an average of 12 
per cent. Drugs, rayon goods, floor cover- 
ings and jewelry have been reduced more 
than the average while musical instruments, 
hardware generally, stationary and office 
supplies, electrical appliances show reduc- 
tions somewhat less than the average. 





the private utility. Assum- 
ing that the transaction 
be completed, what will it mean 
to the security holders in Tennes- 
see Public Service and those in 
National Power & Light which con- 
trols the Tennessee utilit * The 
capital liabilities of Tennessee Pub- 
lic Service consist of $7,000,000 First 
& Refunding 5s, 1970, 49,603 shares 
of 6% preferred, much of which is 
owned by National Power & Light, 
and common stock all of which is 
owned by National Power & Light. 
If the holders of the First & Re- 
funding 5s are given 100 cents on 
the dollar, it will leave $900,000 
for the preferred. Then, of course, 
there are the Tennessee Public Ser- 
vice’s cash assets and certain other 
assets including traction properties 
which will mean something for the 
preferred stockholder. All in all, 
there should be cash or property 








close to $70 a share for the owners 
of Tennessee Public Service pre- 
ferred, but apparently nothing for 
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National Power & Light’s invest- 
ment in the company’s common 
stock. It would be unfortunate in- 
deed for those that have invested 
their capital in holding companies if 
in future sales to public bodies the 
common stock of the operating com- 
pany receives no better treatment. 
An important clue as to the likeli- 
hood of this happening probably will 
be afforded shortly when more is 
known of the results of the negotia- 
tions in Memphis between the city 
and the Memphis Power & Light 
Co., which is controlled also by 
National Power & Light. Later will 
come the even more important re- 
sults of the negotiations involving 
Commonwealth & Southern Corp. 





Short Sale Loophole Closed 


Taking a cue from the rule of the 
Securities & Exchange Commission 


that short sales shall not be made 
except at a price higher than the 
last sale, the Board of Governors 
of the New York Stock Exchange 


has taken steps to bring odd-lot 
short sales under the same rule. 


Previously they had been specifically 
exempted. The reason for putting 
odd-lots on an equal footing with 
full lots in the matter of short sales 
is that apparently there has been a 
disposition on the part of full lot 
traders to sell short in ‘odd-lots and 
thereby avoid the application of the 
restriction. While the new regula- 
tion is clearly desirable in the inter- 
ests of fairness, one can foresee 
possible complications for the odd- 
lot houses, for it might be the means 
of making effective odd-lot sales ag- 
gregating hundreds of shares should 
a stock, during sharp decline, rally 
only an eighth of a point. However, 
it will have to be tried before passing 
final judgment. 
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Long-Term Outlook Favorable 


Two Leading Manufacturers Can Profit 


Handsomely in General Recovery 


BY J. C. CLIFFORD 


- 
Du status of the big manufacturers of electrical equip- 
ment, General Electric and Westinghouse Electric, is 
again a timely subject. Always popular with the invest- 
ing public, the seriousness of the effects on these two 
companies of the current business depression is a mat- 
ter of moment to many. 

Both General Electric and Westinghouse have been 
hit, of course, by the general decline in business activity 
and the decreased purchasing power of the public. It 
could hardly be otherwise with two companies whose 
outlets are as varied as these. Having done exceedingly 
well in the forepart of last year, both companies experi- 
enced a tapering off in orders which has come quite 
pronounced in recent months. General Electric’s book- 
ings in the first three months of this year totalled 
$65,376,400, compared with $105,747,000 in the first 
three months of 1937, a decline of 38 per cent. A simi- 
lar comparison for Westinghouse shows a drop in incom- 
ing orders from $74,242,584 to $37,998,569, a decline of 
nearly 49 per cent. 

It must be admitted that this is not a very encour- 
aging omen for second and third quarter profits and 
probably means that the worst of the earnings’ state- 
ments have yet to come. So far, sales billed have not 
declined nearly as severely as bookings. General Elec- 
tric billed its customers to the extent ot $65,086,557 
during the first three months of 1938, against $73,412,420 
in the first three months of 1937, a decline of slightly 
more than 11 per cent. The percentage decline in the 
case of Westinghouse was very similar. But—and this 
clearly shows what may be expected of the second and 
third quarters—the net profit reported by General Elec- 
tric for the three months ended March 31, 1938, was 
nearly 40 per cent under that of the corresponding 
previous period, while that of Westinghouse declined 
62 per cent. 

These figures may be tedious to some, but they cer- 
tainly serve to present an unadorned picture of how 
the two big manufacturers of electrical equipment are 
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faring al the moment. Also, they dispel the danger of 
the investor’s judging the stocks of the two companies 
on the basis of last year’s earnings when General Elec- 
tric reported the equivalent of $2.21 a share and West- 
inghouse the equivalent of $7.53 a share. The per-share 
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General Electric Westinghouse 
First Quarter First Quarter 
1937 1938 1937 1938 
Bookings $105,747,030 $65,376,400 $74,242,584 $37,998,569 
Billings 73,412,420 65,086,557 46,673,300 42,067,2:0 
Net Profit........ 11,626,408 7,075,739 5,341,512 2,031,230 
Earned per share of 

common...... 40 cents 25 cents $2 75 cents 
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1988 were 25 cents and 75 cents, respectively, against 
) cents and $2, respectively, for the corresponding 
yriod of last year. 

Ts it to be concluded from the foregoing that Gencral 
Blectric at $32 a share and Westinghouse Electric at 
sl a share are two stocks which the market greatly 
yver-values? It would certainly seem so to one who 
does not look bevond the summer months. There are, 
however, certain modifying considerations which jus- 
tify a liberal appraisal by recognizing those clements of 
trength that make ultimate recovery assured. 

Both General Electric and Westinghouse blanket an 
aormous and expanding field. Possibly the 
wverage is a little more complete, particularly in’ the 
lighter lines, although it is hardly an exaggeration to 
ay that both manufacture all things electrical from the 
largest central station equipment to the smallest: minia- 
ture lamps. In no sense do the two companies owe their 
present dominance in the clectrical equipment field to 
some lucky chance of location or discovery. They both 
own scores of patents, of course, but they meet a great 
deal more competition than the layman is likely to 
imagine—competition which may grow even keener in 
the event that American Telephone & Telegraph is 
forced by the Government to divest itself of Western 
Electric, for in this case the latter might be expected 
todo a more general business instead of confining itself 
almost entirely to the requirements of its parent. In 
other words, General Electric and Westinghouse Elec- 
tric have won their spurs in fair combat and the policy 
of aggressive research in which both believe is the strong- 
est assurance that neither one of them will lose position 
the industry. And the industry, 


relative to others in i 
as must be obvious to everyone, is still in a distinct 


former's 


growing cycle. 

When it is said that neither 
General Electric nor Westing- 
house is likely to lose ground 
relative to the other companies 
in the field it is meant in the 
broader, long-term sense. It is 
necessary to make this clear be- 


cause of the likelihood that 
Westinghouse over coming 


months may well give the ap- 
pearance of faring less well than 
General Electric. The former's 
business is more volatile than 
the latter’s, a condition which is 
accentuated from the stockhold- 
ers standpoint by the fact that 
there are nearly 29,000,000 
shares of General Electric out- 
standing, while Westinghouse 
has only about 2,670,000, in- 
cluding 80,000 shares of partici- 
pating preferred. 

The business done by West- 
inzhouse is more volatile than 
that of General Electric’s be- 
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cause of the company’s greater 
dependence upon producers’ 
goods as contrasted with con- 





amugs of the two companies for the first quarter of 


Cc courtesy Westinghouse E. & M. 
Skilled workmen constructing large electric motors to drive the wheels of industry. 





sumers’ goods. The demand for consumers’ goods inva- 
riably holds up better than the demand for heavier 
lines during depression; and it is this that has afforded 
General Electric a degree of earnings’ stability, lacking 
in the case of Westinghouse. Also contributing to the 
same result has been the larger company’s steady in- 
come from outside investments. During 1931, 1932 and 
1933 while General Electric was reporting an aggregate 
net income of some $69,000,000 Westinghouse reported 
total deficits of more than $20,000,000. Thus, if history 
repeats itself and the next two or three quarterly state- 
ments issued by Westinghouse give one the impression 
that the company is losing ground within the industry, 
such a conclusion probably is quite erroneous. 

Having established that investors in General Electric 
and Westinghouse can expect a poor six months or so 
at least—the former, General Electric, doing somewhat 
better than its smaller competitor—is there any reason- 
able grounds for hoping that in the last quarter of the 
present year, or the spring of next, there will be devel- 
opments that will justify current prices for their stocks? 
Much has been made of the possibility that the cessa- 
tion of hostilities between the New Deal Administration 
and the public utilities would result in a flood of orders 
for heavy electrical equipment, central station appa- 
ratus and transmission facilities. It would, of course, be 
extremely constructive from the standpoint of the in- 
vestor, business in general and the public at large, if the 
Government’s power policy were clearly defined, but 
even this would not release any such deluge of buying 
orders for electrical equipment as some have envisaged. 
Certainly not the several billions of dollars which the 
more optimistic expect. 

The reason is the simple one that no one undertakes 
a vast program of expansion (Please turn to page 256) 
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Simmons Co. 


130 shares 


1937. 


In my investment portfolio are 
of Simmons Co. which cost me 51% in 
i hat are the din ule nd Pros pec fs if this 
time? Will this 
anticipated expansion in residential building? 
Shall T continue to hold or s teh? l. ALK 
Chicago, Til 


The Co. 
proved its inventory position that 


company benefit from the 


Simmons has so im- 


given any betterment in the general 


business picture. earnings could 
sharply reverse the downward trend 


While 


reports are published 


currently being experienced. 
no quarterly 
by the company, it is anticipated 
that profits were in the black in the 


first few months of 1938, but sub- 
stantially below the early 1937 fig- 
ure. The possibility of future 


profits has also been strengthened by 


large operating economies which 
have been effected. It 
by the president of the company that 
in effeet, wall 
than $1,250,000 on an 

The well established 


trade name of the company’s prod- 


is estimated 


these economies now 
reach more 


annual basis. 


ucts also augurs well for future re- 
covery. It is interesting to note here 
that the company has shown remark- 
able recuperative powers during the 
past. Beginning in_ 1930, 
losses were incurred through 1934, 
but in the following year, 1935, a 


heavy 


e232 


profit of $1.14 per share was shown. 
From that time on earnings recovery 
was rapid and in 1936 $3.53 per share 
was registered. However, earnings 
during 1937 declined to $2.88 because 
of substantial decreases in consumer 
purchasing power and the failure of 
construction follow 
Currently the picture is 


activity to 
through. 
not bad. If the government is suc- 
cessful in giving building activity a 
substantial boost, profits should re- 
sume their upward climb. In 
the 


present prices, have discounted fully 


aly 
event, shares of Simmons, at 
the adverse factors prevalent. While 
it is true that the dividend ordinarily 
pavable during the early part of the 
vear was omitted, we are inclined to 
believe that the strong financial posi 
tion of the company (total current 
assets being compared to total cur 
rent liabilities at the ratio of approx 
imately 6 to 1) offers well founded 
assurance pending resumption of dis- 
hbursements. On the whole, there- 
fore, we would 


counsel continued 


retention of present commitments. 


Mid-Continent Petroleum Corp. 


I am interested in your views on the out. 
look for Mid-Continent Petroleum for whier 
I paid 314%. What effect will the 


the Payne County, Oklahoma pool have upon 


trike” m 


current and future operations of the com- 
pany? Shall I continue to retain this stock? 
Il. F. G., Dallas, Texas 
Due to an unsatisfactory price 


structure in the territory served, it is 
anticipated that first quarter profits 
of Mid-Continent Petroleum will be 


substantially below the 66 cents per 


share registered during the _ first 
three months of 1937. Over the full 
vear of 1988, however, we believe 


that profits should be comparatively 
well maintained, due to the prospec- 
tive favorable demand and _ the ex- 
continued effectiveness — of 
Furthermore, the 


Stillwater, 


pected 
pro-ration. new 
well in the vicinity. of 
Oklahoma. should allow 


duction and thus offset somewhat the 


larger pro- 


reduced prices In gasoline and lubr- 
Naturally, the company 
cannot hope to escape all of the 
effects of the 


cating oils. 


eeneral business reces- 


sion, and 1988 carnings will prob- 
ably be lower than the $2.86 — per 
share registered for 1987. Mid-Con- 


tinent, while not comparable in. size 
to many of its competitors, is never- 
theless in a strong operating position 
and should be able to obtain its share 
of transportation and marketing of 
petroleum and petroleum products. 
The company presents a strong pic- 
lure, capitalized at 1.857.912 shares 
of S10 par stock, and has no bonds 
outstanding. 
the bal- 


nor prefe rred stock 


s strong, 


Financial status 
showing cash and Trea- 
surVv obligations totaling $6.251472 


Pli AS¢ 


ance sheet 


furn to page 245) 
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Although most of the leading industries which 
enter into our Business Index are beginning to 
slow down seasonally, the slackening thus far 
(with the exception of cotton cloth production) 
has been little more than normal for this time 
of year; so that per capita Industrial Activ- 
ity, on a seasonally adjusted basis, has held 
fairly steady during the past few weeks, at a 
level slightly higher than the depression low 
touched in February. It is generally expected 
that crop movements and heavier Government 
spending may occasion a somewhat better than 
normal seasonal pick-up in general business vol- 
ume to set in by late summer or early autumn; 
but meanwhile it seems quite possible that some 
further recession may be witnessed. 

* * * 


Probably the most encouraging of recent 
business developments has been a marked im- 
provement in the market for new capital under 
the stimulus of huge banking reserves and an 
accumulation of funds for investment. In April 
the amount of new capital raised through offer- 
ings of corporate securities came to $148,000,- 
000, or nearly twice the sum raised in April of 
1937. This is the most effective sort of pump 
priming and, if continued for a few months 
longer, is bound to help business. 


(Please turn to next page) 
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HIGHLIGHTS 


INDUSTRY — Industrial activity still 
holds above depression low; but may 
dip before sustained recovery sets in. 


TRADE—Retail trade off more than 
seasonally, owing to declining pay- 
rolls and lower farm income. 


COMMODITIES — Renewed declines 
in raw material prices, foreshadow 
further recessions in wholesale and 


retail prices. 


MONEY AND CREDIT—Recent spurt 
in new financing, if sustained, would 


augur well for business recovery within 


a few months. 
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Business and Industry 













































































Latest Previous Last ‘ 
Date Month Manth ~ 0 PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION (6b) 
SOMME eee alt cs wn Sie: Mar 93.8 94.4 110.3 : 
= te ee ea ia adie Apr. 77 79 122 (Continued from page 233) 
soc FUER S Meded a ses dad Mar. 92.4 90.6 103.9 Foremost among unfavorable aspects of the busi- 
see SR Ces sta a Mar. 115.6 117.2 118.3 ness picture is the painfully slow pace at which 
FOANCS).. .-e rc cccsececsccvreces Mar. 74.0 75.6 81.9 inventories are being reduced, particularly in 
eS SS Soe eee Mar. 127.0 129.C 115.6 heavy goods ines, owing chiefly to the Preven 
: reduced volume of consumption. e recently 
WHOLESALE PRICES (b7.......) Apr 78.7 197 88.0 renewed outbreak of price declines in conse. 
COST OF LIVING (d) | quence of excessive inventories leads to with. 
All Items oo 86.8 86.7 88.3 holding of orders for still lower prices, causes in- 
Rs | i ; 81 P 80.3 87.4 ventory bookkeeping losses, and carries the 
ate “a SO anata a 87.9 875 85.9 threat of further curtai!ment of production. At 
Clothing Pim ae 8 > wat 154 155 16.9 present writing, wholesale prices are 13% be- 
Foal and Light “ay at Algoma | he: 85.7 86.9 85.0 low last year, retail prices are off 5%, and raw 
i re ee ; : ; : material prices are down 30%. During the 
mee ales: a dalla apeeioe _ Bd BS ap past fortnight further price reductions have been 
3 pee aid j : 113. | announced in copper, lead, raw and refined sugar, 
NATIONAL INCOME (cm)}....|_ Mar $5,168 $4,850 $5,600 | and rayon. oe lie tle 
| 
iy tale ne a / 489 Owing mainly to the late Easter this year, 
Including Sa Mininits ee | a 549 ae en variety store sales in April, on a daily average 
‘ eke Pee basis, were 6.5% above the like month of 1937. 
rs m0 4 9 7 oad ( ) | eat 2,227 «ee 2,588 Mail order sales for April fell only 6.9% below 
en ates F y tas - os ah 94 96 130 last year, despite a 15% drop in farm income 
Ratio, Pi ® eet 5 i --+| Apr. 125 125 134 {including benefit payments). Department 
Paid nods Macewed to Frces store sales throughout the country during the 
aid (ee).........---------- | Apr. Ss: Mees A: ae week ended May 14 were 16% lower than last 
FACTORY EMPLOYMENT (f) year, against a four weeks’ decline of 14%. The 
Nehie Conds | ae 70.1 19.4 98.6 New York area reports for week ended May 14a 
Nusa ties Sonch Bp ee Pt 898 91 7 105.9 decline of only 11.8% in department store 
peeitecrr [nae sth : : ‘2*7 | sales, against a four weeks’ decline of 10.2%. 
FACTORY PAYROLLS (f)..... | Apr 70.5 73.3 104.9 Factory employment in April was down only 
(not adjusted) 2% from March; though 23% below last year. 
RETAIL TRADE —- —— fered payrolls in April were 34% below 
ast year. 
Department Store Sales (f)....... Apr 83 85 93 s *= « 
Chain Store Sales (g)........... Apr. 105.2 103.3 111.0 F ; : 
Variety Store Sales (g)......... Apr 108.6 107.0 113.3 Railroad freight car loadings, though cur- 
Mail Order Salest............-| Apr. $77.2 $67.3 $83.5 rently about 38% below last year, are nearly 
Retail Prices (s) as of........... May 1 90.2 90.6 95.2 holding their own on a seasonally adjusted basis. 
FOREIGN TRADE a aa - rate ton mene he sont a “et 
ell 85 elow the like month of 1 ; thoug 
~oroesene se scp sete Apr. $159.9 $173.4 $286.8 three roads—the Illinois Central, Kansas City 
umulative year's totalf........) Apr. 30 Cy | ae 1,372:5 Southern, and Florida East Coast—managed to 
Exports} seeeee aon? aaa Apr. 274.5 295.7 268.9 earn more than a year ago. Prospects of relief 
Cumulative year's totalf........ Per. s0 F023 <....- 981.3 measures for the railroads at this session of Con- 
a have been somewhat clouded by proposals 
RAILROAD EARNINGS spi 
Total Operating Revenues*... .. 1st quar. $813,335... $1,031,173 te res evs ceoecenge em rye is a 
Total Oper. Expenditures*...... istquer., 677194 84.3.5. 763,874 nn ge ae ‘c : “ ag os “a sg | vig 
ee ea 1st quar. 84871  ...... ee . ee ee er ee ee 
Net Rwy. Operating Income*...| 1st quar. 19,277 ...... 147515 | “mee. . ok 
Operating Ratio %....-...-- 1stquar. 83.25  ...... 74.08 
Rate of Return %........-.-..-] 1st quar. 0.39 =... 2.95 Construction contracts awarded during April 
: in 37 states east of the Rockies amounted to 
eer Contrast Awards (h) a $299.0 $996.9 «$969.5 | 3222,000,000, only 2% below March, but 18% 
Re id : ti it Ala an a 146 19.4 108.0 under the like month of 1937. Residential build- 
Public We eal Utilit +t mane a 670 59.7 65.4 ing was off 31% from last year, though non-resi- 
Non-Residential? pdalieaba sd el 80.4 87.8 96.9 dential awards declined only 17%. Publicly 
Publicl Riccuondt asleep tea ee 2 99.0 94.6 74.9 financed projects advanced 34% over April, 
Privat , Ralt............ a 193.0 139.3 195.4 1937. During the past six months plans have 
cree adhere sssatece bel etaladataladam ma ik f : : been made for over $2,000,000,000 worth of 
Building Permits (c) residential building, of which only $1,135,000,- 
TL CON Se eee Apr. 68.6 65.2 90.4 000 have reached the contract letting stage. The 
Ll a foe oS) eee Apr. 16.2 11.4 27.1 balance is being held back awaiting a return of 
OS US SS (eer ee Apr. 84.8 76.6 117.5 confidence. Engineering construction 
- - awards during the week ended May 20 were 
Engineering Contracts (En)j..... Apr $193.4 $255.0 $217.0 21% above the like week of 1937, with private 
ds up more than 100%. 
CONSTRUCTION COST INDEX sas 
(En)'1913—100............... May 1 236.80 237.95 233.45 
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Ingot Production in tons®....... Apr. 1,925 2,012 5,071 Domestic factory sales of automobiles during 
Pig Iron Production in tons*. er eX 2 1,376 1,452 3,392 April totaled 219,000 units, a decrease of 59% 
Shipments, U. S. Steel in tons*..} Apr. 502 572.2 1,344 from the like period of 1937, against a 4-months’ 
ry recession of 53%. Present expectations are that 
AUTOMOBILES the year’s output will amount to only 2,200,000, 
Production vs. 5,016,000 last year. Field stocks of new pas- 
Factory KOUMDUL. «5.655, 000 sc Apr. 237,400(pl) 238,753 553,420 senger cars on April 1 were about 378,000 
otal 18t Guatten. <6 6666 s.ncee 1938 0 oe 1,302,108 units, compared with 311,000 a year earlier, 
Retail Sales 410,000 on Jan. 1 and 250,000 at the start of 
Passenger Cars, U.S. (p)........ Apr. 195,000 181,000 384,951 1937. Present plans call for greatly reduced pro- 
Pee Fotis URES Cc) Aa eee Apr. 37,000 37.000 67,832 duction this summer without complete shut-downs 
a int) except during a few weeks in July for remodeling. 
PAPER (Newsprint 
Production, U. S. & Canada * (tons).| Apr. 259.6 292.5 377.0 —" p 
Shipments, U. S. & Canada* (tons).} Apr. 271.5 248.8 395.6 
ce * (t .2e-| Apr. 30 202.6 214.5 84.6 
- cgay homceosallbanaite = eo For the second consecutive month, April 
i i iveri d the like month of 
QUOR (Whisky) cigarette deliveries topped t 
sect, > ee Apr. 8,071 9879 19,117 1937, bringing the four months’ total to the highest 
Withdrawn, Gals.*...........--- Apr. 4,945 5,656 5,449 level for any similar period on record. Cigar de- 
Stocks, Gals. * as of..............| Apr. 30 470,500 467,419 421,544 liveries for April, however, were down 15% 
Oe = “e __| compared with a four months’ decline of only 
GENERAL 9%. Snuff deliveries in April shrank 10%, 
Machine Tool Orders (Ff)... ..-.-. Apr. 90.3 107.0 282.5 against only 1.5% for four months. 
Railway Equipment Orders (Ry) 
LDEIETINOET ID eco laie ais aie. as oieieie Apr. 3 10 84 C» “Sie 
RRGIAIE GSIS sos siedivisce kes esas Apr. 3 682 13,050 
Passenger Cars..........-.--+. Apr. | 51 52 Production of distilled spirits during April 
Cigarette Productionf............ Apr. 12/527 13,728 12,210 amounted to 9,915,549 tax gallons, a drop of 
Bituminous Coal Production * (tons).}| Mar. 26,800 27,000 51315 54% from the same month last year. Inventories 
Boot and Shoe Production Prs.*...} Mar. 36,763 30,015 46,120 at the end of April were 58,856,823 tax gallons 
Portland Cement Shipments (bbis.)*} Mar. 7,259 4,578 7,879 higher than a year earlier, an increase xf about 
MERCIAL FAILURES (c)..|_ A 1,116 1,088 “| rr 
COM c).. pr. ' ' 
WEEKLY INDICATORS 
__- — _ PRESENT POSITION AND OUTLOOK 
Date Week Week Ago 
| 
len: POwEs Ours May 21 1.968 1.968 2199 Electric power output is currently running 
SR eer ees a ‘ é about 10.5% below last year, with the Pacific 
TRANSPORTATION wer - sae ys Sar a renege os 
GCarloacitigs 40a). 565005. eesse May 21 545,808 541,813 775,074 tional Fower ight No. has accepted an olfer 
ar ! of $7,900,000 by the City of Knoxville for the 
On as OA ee eee May 21 32,160 32,226 25,705 a : * id het 
NG osc 6 civn cv neses May 21. 91,312 85,477 127,376 | electric properties o Ben subsidiary, the lennessee 
Forest Products...........-----.- | May 21 25,871 26,341 41,579 Public Service Co. This holds promise of a policy 
Manufacturing & Miscellaneous...) May 21 220,298 293,785 324,123 | that may solve, after a fashion, the vexing problem 
eee eee May 21 148,767 148,848 170,312 . pense ee — power; 
PESTON TS ut Congress is still debating proposals.for Govern- 
STEEL PRICES ment subsidies to municipally-owned { power 
Pig Iron $ perton(m)............ May 28 32.25 23.25 23.25 | Plants. oo ee 
Sctap Sper ton (MW). 62.662... 6.5 May 28 11.25 11.42 17.92 | 
ieee CONE RS. IR). - + -» - eae Bsisesiaboi ittaidh ven dean seed eon Steel operations are tapering off at about a 
| normal seasonal rate, with scant prospect of any 
a ney a May 28 98.0 30.0 91.0 | sustained upturn until late summer or early autumn. 
% of Capacity (m)......--.- “at scan Phau i ; j | No rush of buying has followed announcement of 
| third quarter prices. Second quarter profits will be 
CAPITAL GOODS ACTIVITY E 
| somewhat under the first quarter. 
PD es ose seetas owes May 21 46.5 46.4 93.7 | 
Ce es a x id s e e 
PETROLEUM | | 
Average Daily Production bbls.*..| May 21 3,176 3,362 3,550 | Further curtailment by Texas, Oklahoma and 
Crude Runs to Stills Avge. bbls.*..| May 21 3,225 3,170 3,240 | California promises before long to bring crude oi! 
Total Gasoline Stocks bbls.*...... May 21 87,992 88,647 80,082 | inventories down to more prudent proportions; but 
Gas and Fuel Oil Stocks bbls.*....} May 21 132,113 130,250 96,512 gasoline stocks are 10% larger than a year ago 
Crude—Mid-Cont. $ per bbl... ... May 28 1.27 1:27 1.27 and so still present a threat to the price structure 
Crude—Pennsylvania $ per bbl... | May 28 1.75 11> 2.20 and earnings of refiners who have to buy most of 
Gasoline—N. Y. $ per gal........ | May 28 0614 0698 07%) their crude in the epen market. 








t—DMillions. *—Thousands. (b6)—Arnnalist Index 1928—100. (ba)—Federal Reserve 1923-25—100. (c}—Dun & Dictieet's, 
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(cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. (e}—Dept. of Agric., 1924-29—100. (ee)— 
Dept. of Agric, 1909-14100. (f}--1923-25—100. (g)—Chain Store Age 1929-31—100. (h)—U.S.B.L.S. 1926—100. (k)—F. W. 
Dodge Corp. (m)—lron Age. (ma)—New basis. Comparison being compiled. (n)—1926—100. (p)-R. L. Polk & Co.'s Estimate.  (pl)— 
Preliminary. (s)—Fairchild Index, Dec. 1930—100. (En)—Engineering News Record. (Ry)—Railway Age. 
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Trend of Commodities 


The renewed weakness in commodity prices may be 
ascribed to several reasons, none of which, however, is 
ee new. Thus far, at least, the mark-down in prices 
as been orderly and evidence of distress liquidation is not 
apparent. On the other hand, lower prices have failed to 
stimulate more active buying. Nor are they likely to do 
so until business managers and purchasing agents are con- 


vinced that a reversal in the downward trend of consumption 
is in the offing. Although difficulty is being experienced jn 
some lines in liquidating inventories, finighed and semi. 
finished materials continue to move into consumers’ hands, 
albeit slowly. It must be conceded, however, that further 
weakness in commodities will inevitably cast an additional 
blight upon the business prospect. 
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Farm Products 68.8 ~ up 1.4 
" 72.9 r oup 1.5 

91.7 * down 0.5 

66.0 down 0.1 

76.6 down 0.5 
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Changes in Major Commodity Price Group for the Fortnight Ended May 21, 1938 











MJIIASON D 
1938 —— 


saenianeplotinasimaorenmnnasll docks 


96.3 no change 
EE ee ae eee. ; 90.4 down 0.5 
Chemical 76.4 down 0.6 
Rs vd ewbaeck 88.6 no change 














Latest Prev 


ious Year 
Date Wk. or Mo. Wk. or Mo. Ago PRESENT POSITION AND OUTLOOK 








COTTON 
Price cents per pound, closing 
May 28 8.01 8 
May 28 8.04 8 
May 28 8.01 8 


Exports, wk. end May 28 34 
Total Exports, season to May 28 5,253 
Government Crop Est. (final). .....| 1937 18,946 


May 20 8,577 8,614 5,729 | to approach previous records. Meanwhile con- 
Takings, World, wk. end | May 20 262 261 468 sumption is disappointing end recent exports have 
Total Takings, season to...........| May 20 15,121 14,935 18,975 dropped sharply. Planted acreage in the U. S. is 
Consumption, U. S.... Apr. 414 504 719 smaller this year but yield, through intensive 


Active Spindles (000's) Apr. 21,786 22,288 24,727 for winter wheat, and with no break in favorable 


Cotton. Declining persistently over the past 
58 12.77 week, cotton prices reached new lows for 1938. 
65 12.69 Statistically, the prospect is definitely bearish. 
63 13.27 Foreign production is close to record-breaking 
levels, while the domestic carry-over also promises 


44 48 | cultivation, promises to be large. 
5,198 hf : - 
12,399 Wheat. On the eve of the harvesting season 


growing conditions, prices have receded to the 





WHEAT 
Price $ per bu. Chi. closing 
May 28 .72 


September May 28 .13¥%g 


Exports bu. (000's) wk. end May 14 2,687 2,548 4,029 curred to alter the prospect that the total crop this 
Exports bu. (000's) since Jul. 1 to .| May 14 141,732 109,045 103,576 year may reach a billion bushels. This would be 
Visible Supply bu. (000's) as of...| May 14 34,710 37,304 18,261 250,000,000 bushels in excess of the 1929-36 
Gov't Crop Est. bu. (000’s) winter..| May 754,153 725,707  685,102(e)| average domestic disappearance. Prices will 


lowest levels in five years. Prices of July wheat, 
with the exception of the 1930-34 period are the 
716% 1.183 | lowest in thirty years, and about 46 cents a bushel 
11% 1.17% | under the level of a year ago. Nothing has oc- 





CORN 
Price cents per bu. Chi. closing 


Exports, bu. (000's) since July 1 to.) May14 58,938 
Gov't Crop Est. bu. (000's) Dec. 179,644,995 





May 28 565 59.0 125.375 declining stock market, corn prices have moved 
May 28 57% 60.0 114.125 downward to the lowest level this year. Shipments 
Visible supply bu. (000's) as of....) May 14 34,365 37,304 4,373 abroad are holding up fairly well but domestic 


probably drift lower. 


om oe 


Corn. Largely in sympathy with wheat and a 


7,000 demand is quiet. The near future holds the pros- 
1,502,089(e)| pect of somewhat lower prices. 
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Wk. or Mo. Wk. or Mo. 





Year 
Ago 


PRESENT POSITION AND OUTLOOK 
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COPPER 






















































































Price cents per Ib. | 
aRM Coe cate Bak cee nent HOS May 28 9.00 9.00 13.775 | 
EOS RAS Be Oe ere May 28 8.15 9.00-9.15 14,188 | 

Refined Prod., Domestic (tons)....| Apr. 55,749 61,120 83,178 

Refined Del., Domestic (tons).....} Apr. 31,684 33,430 95,884 | 

Refined Stocks, Domestic (tons)....} Apr.30 355,663 342,780 99,576 | 

Refined Prod., World (tons)....... Apr. 162,588 169,820 191,809 | 

Refined Del., World (tons)........ Apr. 161,261 158,700 216,877 | 

Refined Stocks, World (tons)...... Apr. 30 541,579 540,250 283,363 | 

TIN | 

Price cents perlb., N. ¥........-. May 28 35.80 36.60 55.625 | 

Tin Plate, price $ per box.........| Apr. 5.35 5:35 535 

World Visible Supplyt........... May 1 30,606 29,125 24,593 

Spry NOCHE NIRS Tis 3655 5 s-+'s 5.56 01% ax Apr. 3,745 4,555 6,995 | 

U.S. Visible Supplyt............] May 1 4,447 4,458 4.41 

LEAD 

Price cents perlb., N. ¥.......... May 28 4.00 4.50 6.00 

U. S. Production (tons)........... Apr. 39,291 36,436 46,468 | 

U. S. Shipments (tons)............- Apr. 25,952 31,052 55,200 | 

Stocks (tons) U. S., as of..........| Apr. 30 156,715 143,511 128,462 

ey ee AE | 
ZINC | 

Price cents per Ib., St. Louis....... May 28 4.00 4.00 6.75 

U.S. Production (tons)........... Apr. 38,035 43,399 51,957 

U. S. Shipments (tons)............ Apr. 20,806 33,528 56,229 

Stocks (tons) U. S., as of .......... Apr. 30 135,238 118,009 13,911 

SILK 

Price $ per Ib. Japan xx crack.....| May 28 1.61 1.61-1.66 1.84-1.89 

Mill Dels. U.S. (bales), season to..| Apr. 30 320,301 —.......... 412,681 

Mill Deliveries U. S. (bales).......] Appr. 33,381 34,884 40,561 

Visible Stocks N. Y. (bales)..... Apr. 30 41,455 36,326 40,882 | 

Visible Stocks, World (bales) as of.| Apr. 30 130,955 134,426 142,382 | 

RAYON (Yarn) 

Piibe Gente eriO. «<is<<.o0 os. oe May 28 49.0 54.0 63.0 | 

Col e. C) iS Ser een ae eee Apr. 444 455 702 | 

All Rayon—Month's Supply... ... Apr. 3.5 3:3 0.1 | 

WOOL | 

Price cents per lb., Spot Tops...... | May 28 76.5 77.5 114.0 | 

HIDES 

Price cents perlb. Hvy. Native Chi..} May 28 9.50 8.92 17.0 

Visible Stocks (000’s) as of....... | Mar. 14,572 15,118 16,074 

No. of Mos. Supply, as of........ | Mar. 31 9.0 10.6 7.2 | 

Serre ee (eee pat ae eee BN Ri ee ee 
RUBBER 

Pee RNS DEINO sis 60 0se eee | May 28 11% 115 20.76 | 

Oe ey See Apr. 30,807. 35,967 35,850 | 

Konsumption, U: S.f............. | Apr 27,984 30,487 51,859 

Stocks, U. S., as of..............-| Apr. 30 301,436 294,024 176,289 

Tire Production (000's)........... | Apr 2,706 2,759 5,730 | 

Tire Shipments (000's)............ | Apr 3,199 2,878 5,560 | 

Tire Inventory (000’s) as of........ | Apr 10,317 10,808 12,629 | 

AORN, Tee Nie near NINO mee ens 
COFFEE | | 

Price cents per Ib. (c) | 
SU NS GNUOIY soi o5s06.6 sic 600s | May 28 5.81 Siz T1411 

Imports (bags 000's)...........---| Apr. 1,208 1,308 =... ss. 

IMPONS SeesO 10.6. 2,560 cs'00 ois Fror30 10134 nce. 10,580 

U.S. Visible Supply (bags 000's)..; May 1 1,333 1,343 1,525 

SUGAR | 

Price cents per Ib. 

Domestic No. 3 July...........| May 28 1.78 1.84 2.45 
Duty free delivered............ May 28 2.65 2.70 3.35 

Refined (Immediate Shipment)... .. May 28 4.65 4.65 4.78 
U.S. Deliveries (000's)*........ 4st4mos.'38 1,756 «...=.- 2,411 
U. S. Ref. Stocks (000's)* as of. .| Apr. 30 805 690 573 








Copper. A halt in the decline of copper 
prices in London affords some basis for believing 
that the present 9-cent domestic level may hold, 
at least for the present. On the other hand, many 
buyers expect a further reduction and are acting 
accordingly. With domestic takings less than 
16,000 tons up to May 27, the security of present 
prices is contingent upon the ability to drastically 
curtail output. Production in April, although 33 
per cent under April 1937, totaled 55,750 tons. 

* * 


Tin. It has been reported that the Malay 
referendum was 70 per cent in favor of the buffer 
pool. The meeting of the International Tin Com- 
mittee is scheduled for June 2 and will undoubted- 
ly act to restrict exports, which have recently been 
running in excess of the 55 per cent quotas. Prices 
should firm up. 

* * * 

Lead. On the heels of April statistics dis- 
closing an increase of about 2,700 tons in lead 
production, lead prices have been dropped to 4 
cents a pound. Stocks at the beginning of May 
were the largest since February 1937 and the in- 
crease of 13,204 tons for the month was greater 
than had been anticipated. 

” * * 

Zine. Market has been dull. With prices 
less than production costs, any improvement in 
the metal’s statistical position or improved buying 
would doubtless encourage producers to restore 
prices to more profitable levels. 

* * * 

Silk. Prices little affected by reduction in 
rayon prices. Stocks are not burdensome but out- 
look for consumption is not promising. 

*~ * * 

Rayon. With the recent cut to 49 cents for 
150 denier viscose, rayon weaving yarns are now 
selling at the lowest levels in the history of the 
industry. Consumption has been lagging, but may 
be stimulated by the price reduction. If so, prices 
would doubtless be subject to some upward re- 
adjustment. 

* * > 

Wool. Slight likelihood of higher prices. 
Supplies in both foreign and domestic markets are 
large and buying, particularly on the part of 
clothing manufacturers, is extremely cautious. 

* * - 

Hides. Steady improvement in the statistical 
position of hides, with demand recently exceeding 
new supplies, suggests that any upturn in general 
business would be accompanied by higher prices. 

> * of 


Rubber. © Interest centers on the action of the 
International Rubber Regulation Committee. 
Quotas will probably be cut to 50 per cent for the 
remainder of the. year, but the effect upon new 
supplies will probably lag several months. Second 
quarter tire shipments promise to show a good gain. 

* ca os 


Coffee. Proposal of Brazil to sacrifice 30 
per cent of new crop will, on the basis of recent 
estimates, bring supplies and demand into approxi- 
mate balance. 

> - s 

Sugar. Raw sugar prices have declined to the 
lowest level since 1933. Supplies are excessive, 
consumption is dropping, and there is scant pros- 
pect of a more equable adjustment in Government 
quotas. 














(a)—Expressed in % (1923-25—100). (c}—Santos No. 4.N. Y. (e}—1937 Harvest. t—Long tons. *—Short tons. 








JUNE 4, 1938 


— 











Money 


and Banking 





Date 





Latest 
Week 


Year 
Ago 


Previous 


Week 


COMMENT 








INTEREST RATES 
Time Money (60-90 days) 
Prime Commercial Paper 
Call Money 
Re-discount Rate, N. ¥ 


May 28 
May 28 
May 28 
May 28 


1%4% 
1% 
1% 
1% 


1%4% 1%4% 
% 





CREDIT (millions of $) 


Cumulative year's total to. 
Bank Clearings, N. ¥ 
Cumulative year’s total to 
F. R. Member Banks 


Loans and Investments 


Commercial, Agr., Ind. Loans... .| 


Brokers Loans 
Invest. in U. S. Gov'ts 


Invest. in Gov't Gtd. Securities. . . 


Other Securities 
Demand Deposits. . 
Time Deposits. . 

New York City Member Banks | 
Total Loans and Invest 
Comm'l, Ind. and Agr. Loans. . 
Invest. U. S. Gov'ts dir. & * 
Demand Deposits. . ; 
Time Deposits. . 


Federal Reserve oa ree 


Member Bank Reserve Balance 
Money in Circulation . 


Gold Stock 


Treasury Currency . PRS cesreat 


Treasury Cash 
Excess Reserves 





NEW FINANCING (millions of $) 
Corporate 
New Capital 
Refunding 
Government 
Refunding 
Addition to Debt 








May 14 
May 14 
May 14 
May 14 


May 18 
May 18 
May 18 
May 18 
May 18 
May 18 
May 18 
May 18 


May 25 
May 25 
May 25 
May 25 
May 25 


May 25 
May 25 
May 25 
May 25 
May 25 
ney 25 


2,267 
44,008 
3,153 
58,972 


20,679 
4,074 
590 
7,989 
1,354 
2,928 
14,569 
5,209 


7,500 
1,546 
3,561 
6,062 

634 


7,716 
6,393 
12,905 
2,701 
2,248 
2,630 





Latest 
Month 


78.8 
12.3 
66.5 
391.1 
351.0 
40.1 








——S 
=> 


Sharp declines for two successive weeks in loans 
and investments have reduced the earnings assets 
of New York City Member Banks to the low. 
est point since February, 1935. In both weeks, 
the decline in the banks’ holdings of direct Gow 
ernment securities accounted for the major portion 
of the decline. The net decline in direct Gover. 
ment securities for the two weeks totaled $104. 
000,000. This sharp drop is the result of the 
Govemment's policy of retiring $50,000,000 
Treasury bills weekly with desterilized gold, com- 
pelling the banks to replace that amount with other 
securities or record a decline in their portfolios, 
Against a decline of $53,000,000 in direct Gov. 
ernment holdings in the latest week, banks pur. 
chased only $24,000,000 Government guaran- 
teed issues. This amount was sufficient, however, 
to bring total holdings of these bonds up to 
$589,000,000, a record high. Loans declined 
$41,000,000 in the latest week, the drop being 
accounted for principally by a decline of $16, 
000,000 in loans to business and industry and a 
decline of $15,000,000 in brokers loans. The net 
decline of $62,000,000 in loans and investments 
carried the total down to $7,500,000,000, or 
$1,575,000,000 under the recovery peak of about 
two years ago. The latest statement of the Federal 
Reserve Banks revealed an increase of $70,- 
000,000 in excess reserves to an estimated level 
of $2,630,000,000. 


* + * 


The rising tide of new financing provides a very 
heartening note in the financial outlook. Recent 
flotations have met with favorable reception, lend- 
ing weight to the belief that this trend, particularly 
if further supported by a successful flotation of the 
$100,000,000 U. S. Steel issue scheduled for the 
early future, will encourage further new financing 
in increasing volume. 








POSITION OF FOREIGN BANKS 





May 25, 1938 


May 26, 1937 


COMMENT 











BANK OF ENGLAND 
Circulation 
Public Deposits 
Other Deposits 


Bankers Accounts 


ihe Pccousls......<.......... 


Government Securities 
Other Securities 


Discount and Advances........... 


Securities 
Reserves 


Coin and Bullion 


£480,200,000 


26,477,000 


127,351,000 


91,248,000 
36,103,000 
95,671,000 
28,947,000 

9,528,000 
19,419,000 
46,976,000 


327,176,000 


£475,220,000 
24,864,000 
128,852,000 
91,372,000 
37,480,000 
99,472,000 
25,132,000 
4,865,000 
90,267,000 
46,901 ,000 
222,121,000 


| 
| 
i 
| 








| BANK OF FRANCE 
Gold Holdings 


Credit Balances Abroad........... 


French Commercial Bills Disc 
Bills Bought Abroad 
Advance Against Securities 

Note Circulation 

Credit Current Accounts 

Temp. Advs. to State 


Gold on Hand to Sight Liabilities. . 





May 20, 1938 
Fr.55,807,000,000 


20,000,000 


8,656,000,000 


3,514,000,000 
98,826,000,000 
20,330,000,000 
40,133,000,000 


46.84% 


May 21, 1937 
Fr.57,358,000,000 
12,000,000 
7,183,000,000 
1,069,000,000 
3,842,000,000 
85,347,000,000 
17,708,000,000 
19,991 ,000,000 
55.66% 








Sentiment in Great Britain has been dampened 
by the combination of fearsome political develop- 
ments on the Continent and the receding rate of 
industrial activity within its own borders. The 
London Stock Exchange has reflected these con- 
ditions in persistently declining prices. Although 
the recession in general business in England has 
by no means attained alarming proportions, the 
trend has been adverse. Carloadings over the past 
month were less than in April; steel activity has 
declined; and export trade has been dwindling 


. * * 


The outlook in France continues to improve in 
step with mounting confidence in the Daladier 
government. The success of the recent defense 
loan was particularly heartening. As a result the 
cash position of the Treasury is now stronger than it 
has been in some months. Government revenues 
for the month of March totaled 2,681,000,000 
francs, an increase of 188,000,000 francs above 
March a year ago. 
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POSITION OF FOREIGN BANKS—Continued 


























GERMAN REICHSBANK May 14, 1938 May 15, 1937 
Gold and Bullion................ Rm.70,773,000 Rm.68,485,000 
Of Which Deposits Abroad..... 20,333,000 19,359,000 
Reserve in Foreign Currency....... 5,202,000 5,764,000 
Bills of Exchange & Checks........ 5,299,275,000 5,076,735,000 
OO eS ere eer 841,004,000 415,266,000 
Rat FRUITS oo iis 526.2 his o bo 010.0% 1,244,316,000 764,852,000 
Notes in Circulation............. 5,803,600,000 4,638 000,000 
Other Daily Matured Obligations. . 955,034,000 736,330,000 
OEE Se ee 234,097,000 178,435,000 
Proportion of Gold & Foreign Cur- 
rency to Note Circulation....... 1.31% 1.58% 
| ae 
BANK OF CANADA May 25, 1938 May 26, 1937 
Reserve Gold, Coin & Bullion. .... $182,33°,000 $187,308,000 
CUES ALLS 1 I YS s By e Oaee  lr 2,435,000 
Reserve in Sterl. & U.S. Dollars... . 29,006,000 14,973,000 
BUSICMAED KOOUINs 6a 14.0s.6 0.6 0 85's oie 247,000 176,000 
Dom. & Prov. Gov't Short Term Se- 

Setar nat 121,986,000 47,135,000 
Other Dom. & Prov. Securities... .. 39,162,000 100,981,000 
PETS SOUTIRI OE fio .are Sio:c 3 6 ao 0s 6 0.6 WAAGEOCO, = .sdeasdicadn 
Note Circulation................ | 155,816,000 130,630,000 
Deposits—Dom. Gov't........... | 22 462,000 29,199,000 
RINICHCU SSMS 5 5 oo :si5.9.4.46.0 4/5004 194,131,000 191,452,000 | 
Res. to Note & Dep. Liabilities. . | 56.3% 59.27% 

| 


The tension resulting from the turn of events 
involving Germany and Czechoslovakia has eased 
and it is believed that some method of settling the 
demands of Sudeten Germans will be evolved 
which will be agreeable to both countries. Disturb- 
ing events such as these are likely to be recurring, 
without actually precipitating war. Something 
more than bellicose gestures are required to wage 
a war and it is no secret that Germany is ill prepared 
to engage in prolonged hostilities. German ex- 
ports have been declining, which means that 
Germany is deprived to that extent of the means of 
obtaining vital raw materials of which the country 
is seriously deficient. 


Early prospects indicate that Canada this year 
may have the largest wheat crop since 1932. Al- 
though there has been some decline in Canadian 
industrial activity, latest figures are distinctly better 
than those of the United States. Carloadings, retail 
trade, and bank clearings have made a favorable 
showing recently. Substantial orders for aircraft 
are anticipated as a result of the recent visit of the 
British aviation mission. 











== ——— 








FOREIGN EXCHANGE IN DOLLAR TERMS 





Quotations in cents and decimals of 
a cent except pound sterling which is 
in dollars and cents. 


—— ~—Demand——— 
May 26 


Year Ago 


—Cables——— 
May 26 » Year Ago 

















COMMENT 





Country and Par 

Great Britain ($8.2397 a sov.)....... 
Belgium (16.9502c a belga)......... 
Czechoslovakia (3.51¢ a crown)...... 
Denmark (45.374¢ a krone)......... 
Finland (4.264c a finmark).......... 
France (par not definite)............ 
Germany (40.33¢ a mark)**......... 
Germany (benevolent mark)......... 
Germany (travel mark)....... 

Germany (emigrant mark)........... 
Germany (kredit mark). ............ 
Greece (2.197¢ a drachma)......... 
Holland (par not definite).......... | 
Italy (5.2634¢c a Jira)§.............. | 
Norway (45.374¢ a krone).......... 
Poland (18.994c a zloty)........... 
Spain (Burgos peseta)f............. 
Sweden (45.374c a krona).......... 
Switzerland (par not definite)........ 
Yugoslavia (2.981¢ a dinar)......... 
Shanghai dollars (unsettled)......... 
Hongkong dollars (unsettled)........ 
India (61.798c a rupee). ........... 
Japan (84.39c a yen).............. 
Sts. Sttlements (96.139c a dollar)..... 
Argentina (71.87¢ a paper peso)... 
Argentina (71.87¢ a paper peso)**... 
Brazil (20.25¢ a paper milreis)**..... 
Chile (20.599c a gold peso)t....... 
Colombia ($1.645 a gold peso)**.... 
Mexico, peso (unsettled)f.......... 
Per (AT AMOGe OST. soc coe cs a 
Uruguay ($1.751 a gold peso) 4. .... 
Uruguay ($1.751 a gold peso)**t.... 
Venezuela (32.67c a bolivar)$...... 














Venezuela (32.67c a bolivar)**..... 





4.941, 
16.8614 
3.471 
22.10 
2.19 
2.771% 
40.17 
21:25 
23.75 
4.715 
5.00 
0.903% 
55.18 
5.261% 
24.87 
18.87 
10.00 
95.52 
22.19%, 
2.35 
22.75 
30.81 
36.92 
28.84 
57.30 
26.15 
32.99 
5.90 
5.19 
55.55 
22.25 
93.87%, 
44.00 . 
65.08 
31.62% 
31.6214 


4.944 
16.881 
3.49 
22.07 
2.1834 
4.46Y, 
40.16 


28.79 
58.12% 
30.61 
32.95 
6.52 
5.19 
57.06 
27.80 
95.75 
57.50 
78.50 
31.75 


4.941, 4.94%) 
16.86% 16.88%/| 
3.471% 3.49 | 


22.10 22.07 | 
2.19 2.1834) 
2.77%, 4.461o| 
40.17 40.16 | 
95 3 ..5. | 
23.75 24.05 | 
4.75 
5.00 ee 
0.90% 0.911% 
55.18 54.99 | 
5.26% 5.2619! 
24.87 24.84 
18.87 18.98 
10.00 8.50 
25.52 25.49 | 
22.19%, 22.87% 
2.35 $33 | 
22.75 29.92 | 
30.81 30.58 | 
36.92 27.32 | 
28.84 28.79 
57.30 58.12% 
26.15 30.61 
32.99 32.95 | 
5.90 6.52 
5.19 5.19 
55.55 57.06 
22.25 27.80 
23.87% 25.75 
44.00 57.50 
65.08 78.50 
31.624 31.75 
STG2Ye © ewes 





The German-Czech crisis resulted in some hectic 
sessions in British and European currencies over the 
past fortnight. During this period, most of these 
currencies with the exception of the belga and 
Italian lira, made new lows for the year. The 
foreign exchange markets, however, were orderly 
at all times and unlike the occzzion of the Austrian 
annexation, there was no evidence to indicate 
any sizable flight of funds to the United States. 
Toward the close of the past week, as the political 
outlook improved and the atmosphere cleared, 
short covering of European currencies put in an 
appearance resulting in a general advance against 
the dollar. Strength of the dollar in terms o for- 
eign currencies is likely to be recurring from time 
to time, but fundamentally the dollar appears 
overvalued and with anything approaching po- 
litical stability abroad there is likely to be a drift 
away from the dollar. 


* + ° 


During the past week Brazil took steps to ease 
control of its exchange. The Bank of Brazil will 
now grant “spot” exchange instead of thirty-day 
exchange for drafts covering merchandise imported 
from the United States. This applied retroactively 
to drafts maturing after April 11. It will be neces- 
sary, however, for the Bank to discharge existing 
exchange commitments before additional alloca- 
tions can be made. The move is one calculated to 
aid our export trade with Brazil and greatly facili- 
tate the payment for goods shipped to that 
country. 














t—Nonimal quotations. 








§—Free rate. 





**_Official rate. 


§—Travel Lira 4.75c. 














JUNE 4, 1938 


















Seeurity Statisties 
























































































THE MAGAZINE OF WALL STREET COMMON STOCK INDEX 





1937 Indexes 1938 Indexes neers 
No. of — er Succumbin 
: g to the pressure of fallj 
High Low Issues (1925 Close—100) High Low May 7 May 14 May 21 || raw material prices, poor business mtg 


122.0 54.3 330 COMBINED AVERAGE 65.9 44.2 52.8 52.6 49.6 renewed war scares and additional dividend 


— ——_——————|| reductions, our Combined Average of 330 O 
253.3 111.4 5 Agricultural Implements... 130.9 94.0 106.6 101.0 94.0L || active listed common stocks has declined S f 





72.6 34.0 6 Amusements er et ee 41.4 24.7 29.4 29.3 28.1 sharply since the last issue to the lowest 5 
146.6 52.1 16 Automobile Accessories. 70.6 42.3 49.9 49.4 42.3L || level since April 2nd. As is usually the alone 
30.1 8.9 12 Automobiles........... 12.4 7.8 8.6 8.2 7.8L || case under such circumstances, all of the facto 


178.0 73.4 9 Aviation (1927 Cl—100) 109.6 75.2 103.0 103.0 98.8 43 component sub-groups participated in 


28.5 9.3. 3 Baking (1926 Cl—100).. 12.7 8.9 119 11.9 1351 the reaction; though some displayed fair ‘wit 
308.6 1 35.4 3 Business Machines Sie aly Mad 159.6 120.2 1 38.4 137.9 1 34.2 technical strength by receding proportion- madi 
247.7 132.6 9 Chemicals... ........... 157.7 1130 71298:5 1272 120.8 ately less than the average, while others 

88.3 32.9 18 Construction............ 39.3 25.6 33.7 33.2 30.7 developed exceptional weakness. Ever 
361.0 193.4 5 Containers.............. 2995 174.0 190.5 191.9 182.8 
217.3 75.3 9 Copper & Brass......... 102.0 60.0 78.3 15.9 67.6 S ” ‘ strui 

43.0 24.5 2 Dairy Products.......... 28.0 23.1 23.9 23.9 23.7 broé 

42.7 15.2 9 Department Stores Pe 18.7 12:2 15.3 15.4 14.8 Since deflation of staple commodity n | 
108.8 45.2 9 Drugs & Toilet Articles... 55.0 40.1 44.6 44.1 42.4 prices was the prime factor in last fortnight's 2 
388.4 182.6 2 Finance Companies oneses 219.4 158.1 176.8 187.5 174.5 stock market decline, it is not surprising ul, 

71.9 37.5 7 Food Brands OO eT ted 44.5 33.3 40.4 40.9 40.2 that stocks of industries which would benefit poss 

53.2 25.9 4 Food Stores realy cas Societe pee ates 30.2 21.5 235 22.6 22:1 by lower raw material costs should have 
122.3 46.4 4 Furniture & Floor Covering 57.4 36.9 44,3 53.5 40.9 displayed considerable resistance to the 

1160.6 894.0 3 Gold Mining........... 1204.8 953.7 1069.1 1068.0 1084.8 || setback. Conspicuous among the latter 

58.6 25.8 6 Investment Trusts........ 29.9 21.1 25.2 24.9 23.8 were the food groups—Baking, Dairy [hi 
317.8 167.2 s Liquor (1 932 Cl—1 00). 194.2 141.8 155.0 155.9 151.0 Products, Food Brands and Meat Packing; por 
209.8 97.8 9 Machinery prinisie'epieisi= b= 114.5 776 926 92.8 89.2 || though Food Store issues, owing to intense ce 
104.3. 53.8 2Mail Order............ 63.3 49.1 58.2 56.8 53.0 competition, continued to be weaker than -e 
109.6 47.5  4-MeatPacking........... 55.3 365 41.0 42.1 41.0 || the market. 0; 
334.1 138.6 15 Metals, non-Ferrous...... 177.9 118.8 1386 133.3 123.8 - e = - 

2.5 74 2 ee a 9.7 5.8 7.7 8.0 7.2 gt 
158.8 90.8 23 Petroleum.............. 104.3 76.2 92.8 87.6 82.5 . . a 
114.9 50.5 18 Public Utilities... a ae Me See Meh Ble eerie eee oe oat 

31.7. 13.3 4 Radio (1927 Cl. - 00)... 16.9 10.7 12.7 12.5 10.9 chandise purchased, plus the tendency for C2 
112.9 37.7. 9 Railroad — ee 48.3 28.2 36.2 34.9 32:2 sales of low priced atten to expand during - 

48.6 16.2 23 Railroads.. aces “BB 10.8 12.6 12.6 11.5 hard times, will boost profits. Petroleum va 

28.5 69 3 Realty.. Lytle ee eh Sake 9.2 4.7 6.7 7.6 6.7 stocks held well in response to further - 

87.6 34.9 3Shipbuilding............ 62.6 36.1 41.5 48.1 44.3 drastic curtailment of crude output. Tele- 

165.6 69.6 13 Steel &lron............ 85.8 55.8 64.3 63.9 59.7 phone and Telegreph issues were relatively 
Re NOD! WE sscaeescccacc..... “BET 18.5 20.8 20.1 18.8 firm owing to reports of continued expan: 

171.2 118.6 ae 147.3 1186 135.0 137.8 137.1 sion in public demand for those facilities. de 
85.3 43.2 3Telephone & Telegraph... 47.8 37.6 46.6 47.1 45.5 Dilicane, dels cathe the dedine cle a 
Se. eee mo Sep SER 957 BBA BE & ceeieis tn seen tales ok lew : 
29.2 10.7 4 Tires & Rubber......... 2 «183 (195 4 105 Tce chts Gee Gold Miniey gow, os \ 
99.4 68.3 4Tobacco............... 2 ORE R56 OR (O74 Tlal ces caus compieneelly nite 
710 “906 ~ 5 Grection:............... 31.2 15.6 19.1 28.2 23.4 the general decline 

346.8 157.7 4 Variety Stores.......... 189.1 146.00 170.8 175.9 170.8 7 E 

exe ht ese 22 Unclassified 1937 Cl— 122.0 84.7 98.4 98.2 96.0 


L—New LOW since 1936. 5 a ' 
: = i wii Groups noticeably weaker than the gen- 
Tia i a Il eral market during the fortnight ended May 
DAILY INDEX OF SECURITIES 28 include Copper and Non-Ferrous Met- 


N. Y. N. Y. Times pra als, Radio, Railroads and Railroad Equip- 
































Times Dow-Jones Avgs. _——50 Stocks ment, and the New York Tractions, which 
40 Bonds 30 Indus. 20 Rails High Low Sales latter gave up most of the ground gained in 
Monday, May 16........ 68.91 115.38 922.57 82.39 81.15 395,920 || the sharp spurt during the week ended 
Tuesday, May 17........ 68.78 116.36 22.54 81.90 80.74 416,060 May 14. Copper and Non-Ferrous 
Wednesday, May 18..... 68.85 117.02 22.54 82.76 81.85 398,370 Metal issues displayed weakness in re- 
Thursday, May 19....... 68.72 115.28 22.26 82.52 80.75 490,960 sponse to reductions in the price of copper 
Friday, May 20......... 68.43 114.99 21.90 81.36 80.24 439,290 and lead consequent upon the continued 
Saturday, May 21....... 68.24 113.25 21.793 80.75 19.19 286,070 piling up of inventories. 
Monday, May 23....... 68.26 113.97 21.81 80.66 79.65 328,020 
Tuesday, May 24........ 68.03 112.35 21.43 80.93 79.40 416,700 2 e © 
Wednesday, May 25..... 67.66 110.60 20.96 79.38 77.94 555,460 
Thursday, May 26....... 67.18 108.28 20.35 78.41 76.16 781,370 Relative weakness of the Radio group 
Friday, May 27......... 66.77 107.98 20.26 76.45 75.05 760,710 was still attributable to topheavy inventories 
cn with consequent price cutting; while the 
STOCK MARKET VOLUME technical weakness of the Rails and Equip- 
ments was for reasons too well known to 
Week Ended May 27 Week Ended May 21 Week Ended May 14 require further elaboration. Readers of this 
2,842,260 2,426,670 4,475,164 column have perhaps noticed the consis- 
Total Transactions Same Date Same Date || tency with which certain groups are stronger, 
Year to May 27 1937 1936 '| and others weaker, than the market—fort- 
92,184,253 212,421,734 239,325,893 night after fortnight. 
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Exceptional Short-Term Profit Possibilities are 
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STOCKS and 
COMMODITIES 


Cash or Margin Accounts 


Folder ‘“‘M” explaining margin require- 
ments. commission charges and _ trading 
units sent on request. 


J. A. Acosta & Go. 


Members New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 

New York Produce Exchange 

N. Y. Coffee & Sugar Exchang: 
Chicago Board of Trade 
Commodity Exchange, Inc. 

New York Cocoa Exchange 


60 Beaver St. New York 
BOwling Green 9-2380 

















POINTS ON TRADING 
and other valuable information for investors 
and traders in our helpful booklet. Copy 
free on request. Ask for Booklet MG6 
Accounts carried on conservative margin. 


(HisHoim & (HapmaN 


Established i1vv7 
Members New York Stock Exchange 














52 Broadway New York 








Fg : 
‘aul 


CONDITIONED 


Lobbies, dining rooms, meeting rooms, 
and a substantial number of guest rooms 
are delightfully air-cooled 


STEVENS 


CHICAGO 
On Michigan Avenue overlooking 
cool Lake Michigan 

















UNION CARBIDE 
AND CARBON 


CORPORATION 
v 

A cash dividend of Forty cents (40¢) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable July 1. 1938, to 
stockholders of record at the close of 
business June 3, 1938. 

Rsesemuand W. WHITE, Treasurer 








UNITED CARBON COMPANY 


\ dividend of $.75 per share on the Common 
Stock of said Company, payable July 1, 1938, 
to stockholders of record at three o'clock P.M. 
June 15, 1938. 

C. H. McHENRY, Secretary. 


TEXAS GULF SULPHUR COMPANY 
The Board of Directors has declared a dividend 
of 50 cents per share on the Company's capital 
stock, payable June 15, 1938, to stockholders 
record at the close of business June 1, 1938. 
__ F. J. _KNOBLOCH, Treasurer. 


New Work Stock Exchange p 


e 
Rails 
1936 1937 1938 
A High Low High Low High Low 
Atchison 881, 59 945, 32% 42 221%, 
Atlantic Coast Line 49 215/3 5514 18 2734 14 
B 
Baltimore & Ohio.. 261 15% 40% 81 10% < 
Bangor & Aroostook 491% 39 45 30 34 29 
c 
Canadian Pacific 16 10% 17 6% 8, 
Chesapeake Corp... 100 59 901/o 40 481, 27, 
Chesapeake & Ohio.. 1794 51 687% 31 381 23%, 
we Gt. Western Pid 145%, 4 181, >. 5% 242 
C. M. & St. Paul & Pacific 2%, 1% 3% *e 1 % 
C. M. & St. Paul & Pacific Pid 5% 2%, 71%, 1% 1% % 
Chicago & North Western 4%, 2%, 6%, % 1% % 
Chicago, Rock |». & Pacific 3 1% 3% Ya 1% Ye 
D 
Delaware & Hudson 5435/4 363%, 583%, 13 17% Th 
Delaware, Lack. & West 231% 1474 241, 5 814 
E 
Erie R. R. 18%, 11 2356 4% 6% 2 
G 
Great Northern Pfd. 4672 32%, 563/4 20% 26% 123, 
' 
IHinois Centra! 29% 185% 38 8 1214 61, 
K 
Kansas City Southern 26 13 29 5 9%, 5% 
L 
Lehigh Valley 22 81, 2452 4%, 65%, 3 
Louisville & Nashville 10234 57%. 99 481, 561 29%, 
M 
Mo., Kansas & Texas. 978 5% 9%, 2 3% 1% 
Mo., Kansas & Texas Pfd., A 33% 14 3452 51g 1114 445 
Missouri Pacific. . 4 2% 614 1% 23/4 Yq 
N 
New York Central... 4952 27/4 55% 151, 197% 10 
, Chic. & St. Louis 531 17%, 72 14 221, 7 
N. 7 N. H. & Hartford 6 3 9%, 2 2%, 1% 
Norfolk & Western 3104 210 272 180 198 5 
Northern Pacific 363/ 23% 36%, 9% 13% 6% 
P 
Pennsylvania 45 28%, 501%, 20 24%, 1414 
R 
Reading _. 503/44 35% 47 181g 22 12% 
s 
Scuthern Pacific 471), 231% 6552 17 221, 9% 
Southern Railway 26% 125, 4334 g 13%, 5% 
U 
Union Pacific 149%, 1081, 1483, 80 881, 55% 
w 
Western Maryland 121, 8g 113, 25 4% 2% 
Western Pacific 4 1%, 4s 1 1% %, 
s es 
Industrials and Miscellaneous 
1936 1937 1938 
A High Low High Low ‘High Low 
Air Reduction 861% 58 801, 4414 5814 40 
Alaska Juneau 17 13 15%, 8 133% 83, 
Allegheny Steel 403, 26% 45% 13 213%, 11% 
Allied Chemical & Dye 245 157 258% 145 176% 124 
Allied Stores. . 201, 654 21% 6% 9%, 4% 
Allis Chalmers Mfg 81 353% 8314 34 51%, 34%, 
Amerada. . 12514 75 1147, 511% 72% 57 
Amer. Agric. Chemical (Del.) eo 49 1011 531% 6 49 
Amer. Bank Note.... 551%, 36 413 10 17% 10 
Amer. Brake Shoe & Fdy 70%, 40 803/, 28 42% 23%, 
Amer. Can. . ‘ 13714 110 69 9114 7034 
Amer. Car & Fdy. 601% 30 7 15% 271% 125% 
Amer. & Foreign Power 93/4 6% 3%, 2% 43 2%, 
Amer. Power & Light 143/, 7 16 3 7% 3% 
Amer. Radiator & S. S. 273/, 183/, 291, 9%, 141, 
Amer. Rolling Mill 37 23%, 45% 15% 2274 1314 
Amer. Smelting & Refining 103 5534 1053, 4 56%, 281/, 
Amer. Steel Foundries 64 201% 73% 22% 343%, 15%, 
Amer. Sugar Refining 635/28 481, 56/2 24 31 21% 
Amer. Tel. & Tel. 190% 1491/o 140 1493/, 
Amer. Tob. B. 104 881/, 997%, 58%, 73% 5834 
Amer. Water Works & Elec. 27%, 191, 291% 131% 
Amer. Woolen Pfd.. . 703/, 525% 79 25% 35%, 235 
Anaconda Copper Mining 553% 28 69% 24% 3634 2152 
Armour Co. of Ill. 7T¥, 47e 13% 4% 6% 3% 
Atlantic Refining 351% 2672 37 18 24 17%, 
Aviation Corp. Del. T¥4 45 9, 24, 47e 2% 
B 
Baldwin Loco. Works 2334 5 103, 5 
Barber Asphalt Co. 381 21 43%, 101 19 121% 
Barnsdall Oil... 28% 14%, 351% 10 163, 101/, 
Beech-Nut Packing 112 85 1143, 903, 103% 94 
Bendix Aviation sa 215 301% 8, 14%, 8% 
Best & Co... 48 623 29 40% 2642 
Bethlehem Steel 17% 45%, 105% 41 pd] 40 
Black & Decker 341/9 285, 13% 17% 9%, 


5% 
32 


23%, 
% 
¥g 


% 


8%, 
5 


15 


10% 


611, 


=w 


5/25/38 


Div'd 
$ Per 
Share 


{2.00 
31.50 


2.50 


(2.50 


“10.00 


74.50 


1.00 


1.c0 
*4.00 


71.52% 
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Boeing Airplane 
Borden Co... .. 
Borg Warner... . 
Bidgeport Brass. . 
Briggs 


Bucyrus Erie.......... 


Budd Mfg. 
Byers & Co. (A. M.). 


Calumet & Hecla.. . 
Canada os Ginger ; Ale 


Case, 

Caterpillar Tractor. . 
Celanese Corp... . 
Cetro de Pasco Copper 
Chrysler Corp . 

Climax Molybdenum. . 
Coca-Cola Co..... 
Columbian Carbon. . 
Colum. Gas & Elec. 
Commercial Credit 
Comm. Inv. Trust 


Commercial Solvents..... . / 


Commonwealth & Southern 
Comelidated — Co.. 
Consol. aes 
Container al 
Continental Baking, A 
Continental Can. . . 
Continental Oil 

Corn Products Refining 
Crane Co. 

Crown Cork & Seal... 
Curtiss-Wright. . . 
Curtiss-Wright A 
Cutler-Hammer 


D 
Deere & Co. 
Distillers Corp. Seagrams 
Dome Mines... . 
Douglas Aircraft 
du Pont de Nemours. . 


Eastman Kodak. ... . 
Electric Auto Lite. . 
Elec. Power & Light... 
Endicott Johnson Corp 
Ex-Cell-O 


F 
Fairbanks, Morse. . . 
Firestone Tire & Rubber 
First National Stores. . 
Foster Wheeler... .. 
Freeport Sulphur... . 


General Amer. Transpt 
Genera! Baking 

General Electric 
General Foods... . 
General Mills........ 
General Motors... .. 
General Railway Signal 
Gen. Realty & Utility 
General Refractories. . 
See 
Goodrich Co. ‘B. F.). 
Goodyear Tire & Rubber 


H 
Hecker Products. . 
Hercules Powder. . 
Houston Oil... . . 
Hudson Bay M. & S 
Hucsen Motor Car 


I 
Industzial Rayon 
Inspiration Copper. . . 
Interborough Rapid Transit 
Inter, Business Machines 
Inter. Harvester 
Inter. Nickel 
Inter. Tel. & Tel. 


Johns-Manville 
Kennecott Copper 


Lambert 

Lehman Corp. . 
Libbey-Owens-Ford 
Liggett & Myers Tob., B 
Loew's, Inc. . 

Lone Star Cement.. 
Lorillar 


Mack Truck... 

Macy (R. H.). . 
Marshall Field. . 

Ma tin (Glenn L.) Co. 
Masonite Corp. . . 
Mathieson Alkali 
Melntyre Porcupine 
McKeesport Tin Plate 
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s Mfg. ; 
eoxtn- Manhattan Transit 


1936 
High Low 
373g 167, 
32% 25% 
18%, 121/ 
6472 43%, 
5814 40% 
213, 8%, 
15% 9, 
291%, 16% 
16% 6 
30%, 103g 
186 rae 
91 5434, 
3214 2134 
74 473, 
1383, 8514 
134 84 
136% 94 
2334 14 
84% 44 
91%, 55 
245g 14%, 
5% 2% 
483, 27%, 
17% 1114 
264%, 15% 
353% 10% 
87%, 633% 
447%, 281, 
821 63% 
501, 24 
911% 43% 
9%, 4 
21%, 101 
3452 181, 
6114 4114 
821, 50% 
843%, 133 
185 156 
41'4 30%, 
25% 6% 
69 53% 
235% 14%, 
713% 34%, 
36% 24% 
58%, 40 
45%, 2414, 
35% 2314 
76 42, 
20 1034 
55 3414 
44 33% 
7014 58 
77 53% 
57 3214 
4 2 
71 33% 
551% 39% 
35% 135% 
31% 21% 
21% 125% 
13% 6% 
3452 22y, 
225/38 1314 
413% 255% 
24%, 6% 
18% 104%, 
194 1 
1051 5652 
663/, 43%, 
1914, 1114, 
152 88 
63% 28%, 
2654 15% 
8014 4714, 
11614 9753/4 
67/2 43 
61%, 35% 
261 2114 
491%, 2734 
651% 401g 
251% 1114 
6414 44 
4232 27% 


381% 


1937 
High Low 
493/, 16 
238 16 
505; 223, 
23% Zz 
59% 18 
53 F 
251% 6% 
14% 2% 
33%, 6 
201% a 
381% 9% 
1963/4, 80 
00 40 
41%, 13 
8634 34% 
13514 461, 
41 2414 
17014 93% 
1253/4 65 
20% 47/2 
691%, 30%, 
8014 34 
2114 5 
41, 1 
49%, 211% 
17% 7 
3734 10%, 
37% 7% 
691 37% 
49 24 
71% 501 
561 221% 
100%, 28, 
83, 2 
2334 Bi, 
27 181, 
27 1914 
29 10 
57% 35 
11% 26), 
1801/2 98 
198 144 
45% 14%, 
26°/3 61 
60 33 
275 7 
71% 231% 
4134 161% 
52%, 26%, 
5414 1114 
321%, 18 
861 311% 
191 5 
642 34 
44, 281 
65% 8 
101 285, 
651/, 17 
5¥4 1 
70%, 18 
51% 19% 
501% 1234 
AT, 161 
15% 5¥% 
64 50 
17%, 4%, 
42 151% 
23% 4 
471 15 
3314 6% 
13% 1% 
189 12714 
120 53% 
133% 37 
15% 4 
155 6514 
69%, 8%, 
24 1014 
43% 22%, 
79 3334 
114 8314 
87% 43% 
15% 3114 
28%, 15% 
621%, 173% 
584, 25 
30% 71% 
29%, 10 
74 10 
41%, 22 
42% 30% 
4214 1814 


1938 
High Low 
35% 20%, 
19% 15% 
28 16% 
104% 53g 
26% 123, 
13% 53 

9%, 5% 
6%; 3% 
1134 6 
1014 51%, 
193%, 124% 
97/0 $39 
55% 295 
18% 9 
461 2614 
63% 353% 
45%, 321/ 
36 10514 
76 533% 
9%, 5¥% 
3834 23 
443, 31% 
10 5% 
2 1 
26% 17 
1014 7 
1648 9%, 
16% 8 
453% 361%, 
343% 21% 
651% 53 
30 19 
39% 221, 
5% 3% 
21% 12% 
24%, 13% 
25%, 153 
16 1 
6034 4635/4 
49/2 31 
12334 9014 
167 1211 
211% 1314 
13% 6% 
403, 33 
14%, 8 
331% 1952 
251% 1614 
3444 241 
20 11 
28 19% 
45% 29 
9 6% 
45% 27% 
33% 22% 
60 50%, 
3814 251% 
261 123/, 
2 1 
28 151% 
27%, 13 
1914 10 
4 151% 
1h 5% 
58 423/44 
8% 5 
By, 205 
° 5 
22 143 
15% 74 
6%, 2% 
154%, 130 
70 50 
5235/4 36% 
9%, 514 
86 58 
43%, 26% 
12% 81/4 
283/g 193/g 
42 23% 
1021 8114 
5272 33 
4314 26 
18 133% 
24Y, 16 
323%, 24% 
97% 5% 
245, 141, 
3714 25 
271% 193, 
4514 3514 
261/g 13% 


291, 


10% 


26% 
923/44 


38 
39% 
15%, 


18 


22%, 
2834 
22%, 


40 
13% 
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WHICH STOCKS 
ane Rated BUYS 


Which of the following should 
be held, which sold? 


Boeing Airpl. R’dio K’th Or. 
Canada Dry Sperry 
Com. Credit Pacific West. Oil 
Com. & South. Thomps’n Prod. 
Lone Star Cem. Sym.-Gould 
Baldwin Locomotive 
EAD Unitrep OPINION rat- 
ings on these issues in 


current Bulletin, showing which 
of the above stocks are most 


favored. Also — 
SPECIAL TRIAL OFFER 
Gar One Month 


You may have the timely stock 
report outlined above and com- 
plete Unirep Service, including 
personal consultation privileges, 
for one month, at the special 
introductory price of only $1.00. 


Send $1 for Offer WS-35 
UNITED BUSINESS SERVICE 


210 Newbury St. ms re Boston, Mass, 














INVESTORS 
will find our booklet “Odd Lot 
Trading” of unusual interest and 
value. 

It shows the many advantages 

Odd Lot Trading offers to both 

the small and large investor. 
Ask for M.W. 808 


John Muir&@_ 


Established 1898 
Members New York Stock Exchange 


39 waned New York 


| 








amount at any time. 


ment. 
dividends, 


47, INVESTMENTS 


Invest any amount in Lump-Sum or Save any 
EVERY ACCOUNT IN- 
SURED up to $5,000 by Agency of U. S. Govern- 
Leader Federal is paying 4% per annum 
payable January 1 and July 1. Hem- 
phis a great diversified city. Write for financial 
statement. 


LEADER FEDERAL 


SAVINGS & LOAN ASSOCIATION 
of Mesmphis. 














CUSTOM 


TAILORS 


welcome 


to the house of Shotland and 
Shotland—you will be pleased 
with our imported fabric busi- 
ness suits priced at from only 


$85.00 
SHOTLAND 


AND =: 


SHOTLAND 








574 FIFTH AVE., NEW YORK 


Telephone BRyant 9-7495 











KEEP POSTED 


The pieces of literature listed pelow have 
been prepared with the utmost care oy busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





*‘ODD LOT TRADING’’ 
John Muir & Co., members New 
Stock Exchange, are distributing 
booklet to investors. (225) 

‘*TRADING METHODS’’ 
This handbook issued by isholm & 
Chapman, contains much heipful informa 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 

WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, 
a security advisory service conducted by 


York 
their 


The Magazine of Wall Street for over 
19 years, definitely advises subscribers 
what securities to buy and when to 
sell. Write for current weekly 8-page 
bulletin. (793) 
INVESTMENT PROFIT INSURANCE 

The most logical form of investment 
profit insurance is represented by the 


personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 


J. A. Acosta & Co., 
er explaining margin 
mission charges and trading units. 
gladly sent investors and traders. 
UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 


have prepared a fold- 
requirements, com- 
Copies 
(939) 
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New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued) 


M 


McKesson & Robbins. . 
Mesta Machine...... 
Minn. Moline Power. 
Monsanto Chemical . 
Mont. Ward & Co.... 
Murray Corp........ 


N 
Nash Kelvinator. ... .. 
Biscuit... ... 

Cash Register 
Dairy Prod... 
— 


cer & Light 
“Fae 

N. Y. Air Brake...... 

Newport Industries. . 


North American... .. 
North Amer. Aviation 





Otis Stee 
ated Glass. 


Pacific Gas & Electric... . 
Packard Motor Car. 
Paramount Pictures 


Phelps Dodge. i 
Phillips Petroleum. . 
Procter & Gamble. . 
Public Service of N. J. 
Pullman 
Pure Oil. 


Radio Corp. of America 
Radio-Keith-Orpheum . 
ees | 
Republic Steel... .. 
Reynolds (R. J.) Tob. Cl. B 


s 
Safeway Stores. . 
Schenley Distillers 
Roebuck... . 
F. G.) 


Union Oil.. 
Vacuum Corp. 
Cormp..... 
Ro o:< 
Brands. . 

Gas & Electric 
Oil of Calif 
Oil of Ind... 
Oil of N. J. 
arner..... 
& Webster. . 


Texas Corp. = 
Texas Gulf Sulphur. caer 
Texas Pacific Coal & Oil. 
Tide Water Assoc. Oil 
Timke., Detroit Axle... 
Timken Rotter Bearing. . 
Twentieth Century-Fox... 


U 
Underwood-Elliott-Fisher 
Union Carbide & Carbon. 
Union Oil of Cai. ...... 
United ae. . 

United Carbon. 


United Gas . 
U. S. Gypsu 
U. S. Industrial Alcohol. 


. S. Steel. . 
. S Steel Pid. 


U 
U. 
ee: S. Smelting, Ref. ‘& Mining 
. : 
Utilities Pw. & Lt., 


Vanadium..... 


Walworth Co... 

Warner Brothers Pictures 
Western Union Tel 
Westinghouse Air Brake 
Westinghouse E Elec. & Mfg. 
Wilson & Co... 

Woolworth . 

Worthington Pump & Mach 


Yellow Tr. & Coach, 
Youngstown Sh. & Tube 


Zenith Radio. 


*—Not including extras. 





1936 
High Low 
14% 8 
65 40°/3 
123/g 61% 
103 79 
89 35% 
22%, 14 
383/44 283/44 
3% 21% 
281%, 21 
33% 25% 
364% 26% 
14%, 9% 
78 57% 
83 3214 
40 9 
35% 23% 
14, 6% 
2054 124%, 
41 30% 
13% 6% 
25 1% 
112% 69 
5654 255/28 
52% 381g 
56 4014, 
50/2 39 
69% 36% 
24, 16 
14%, 9%, 
10% 5 
25 171% 
29% 16%, 
601%, 50 
4952 27 
55/2 37% 
1011, 59% 
1934 111% 
28% 1% 
17 121% 
24, 15% 
181 143g 
9%, 51%, 
47% 35 
4814 323%, 
70%/g 51%, 
24%, 16% 
301 145% 
15% 9% 
91 70 
55% 28% 
443/, 33 
15% 7%, 
213%, 143/44 
27% 121 
741 56 
38% 22% 
1023/4 74/2 
. 105% 71%, 
28%, 203, 
323 207/- 
963%, 68 
9%, 530 
7 66% 
191% 141, 
125% 801, 
59 3114 
63% 21% 
49%, 16% 
10334 72%, 
19% 463/g 
1543, 115% 
7 3% 
30% 16% 
1238 5% 
183, 9% 
961, 721, 
50%, 344, 
153% 94% 
11 6%, 
1 443, 
3634 231% 
23% 8y, 
873, 413%, 
4234 111% 


—Paid last year. 


1937 
High Low 
161, 5% 
724%, 33% 
161/2 4¥e 
10714 71 
69 30 
20%, 3 
2452 5 
33% 17 
Bh 
261% 
35 17 
Be 18 
145, 5 
99% 55 
9814 29 
413%, 10'/, 
34% 141, 
1734 3 
2472 61/2 
103%, 5114 
334 22 
1232 4 
283/44 Bi 
103%, 57% 
59% 18% 
64 301/g 
651 43%, 
5234 303, 
72% 25% 
2472 83, 
12%, 434 
101, 2%, 
29/2 8, 
47 121%, 
58 40%, 
46 18 
51%, 22 
9872 A954 
17% 6% 
343%, 1444 
234% 13 
2334 10 
283, 8i/ 
16% 7% 
14% 2%, 
50 271% 
50 26/2 
76 42 
21 514 
3352 6% 
20 3 
77% 44% 
6514 343, 
44 2334 
16% 53g 
21%, 13% 
28% 8%, 
79 36 
40% 18% 
1001/, 461, 
111 6114, 
281, 112 
351% 103/44 
4 363%, 
Soe 
& 4 52 
17 9 
137 53 
4352 16'/, 
72% 24 
723/g 20 
105 521% 
12614 4814 
50 100%, 
4% VY 
39% 9%, 
183, 3% 
18 437, 
831 221% 
573%, 173%, 
167% 871 
12% 47 
653 34 
47 12 
3798 7% 
101% 34, 
43%, 11% 


t—Paid this year. 


1938 
High Low 
Bi, 5% 
434% 26% 
T%s 4 
911% 67 
371 25 
773 4 
12% 6% 
231, 15% 
1814 12 ¥ 
153% 11% 
233g 17% 
2934 17% 
834 5 
6234 44y, 
39 20 
191%, 97% 
22% 13% 
1014 5% 
12 634 
664 40 
28% 22%, 
4 3% 
12%, 5% 
73% 54 
313%, 17% 
42%, 27%, 
50 44 391%, 
3514 35 
36% 21%, 
131 84 
1% 
5 
1 5% 9 
20%, 1114 
461, 33%, 
2352 12 
27% 15% 
6532 47 
9%, 6%, 
18%, 10 
1632 1034 
221g 15%, 
11% 6% 
9% 6% 
3 1% 
33% 25%, 
3512 2435/4 
54, 39%, 
11% 6% 
" th 51% 
3% 
5 } h 45 
4472 325, 
34 26 
101 7 
151% 10%, 
13% 8 
48% 3114 
24 16% 
5952 41 
80 57 
255% 17% 
28%, 1914 
495 39 
3% 2 
65% 50 
11% 8% 
78 55 
23% 13% 
341%, 21% 
35% 21 
71 443, 
6214 38 
1144, 947. 
1% % 
2034 111 
8% 4% 
T%, 3% 
28%, 16%, 
271 1534 
109% 613%, 
5% 3 
4435/4 36 
20 11% 
151% 83 
433%, 24 
17 9 


best ZI Div'd 


ale Per 
5/25/38 Share 

Sh 
30 72.50 

4a 
73% 2.00 
28%, 11.95 

41 ve 

7 oe 
20% 7 .80 
164% 7 .50 
13% 1.20 
19 2.00 
19 50 

6% -60 
51% + .25 
i | re 
1114 seis 
18% 7 .30 

Wee 

1% sage 
49%, , 50 
26 2.00 

314 ike’ 

Z caer 
61% 71.00 
20 t 25 
3014 2.00 
4753/4 2.00 
281/, 1.15 
24%, t 95 

83, scan 

51% ive 

2% a wie 
1034 * .70 
121% exe 
363%, 711.80 
14 + 23 
16 + .50 
52 *3.00 

77 7} .20 
12 - 
121%, -50 
2034 ames 

7 hee 

1, 60 

1% . 
261 1.00 
28% 1.00 
4532 1.00 

65/4 

1%, 

4 ; 
495/, *1.00 
2*®3/, 2.00 
293, 11.00 

8 -40 
111% 1.90 

Bi ar 
325%, .50 
20%, i .50 
48 11.50 
621, 12.00 
173%, 1.20 
25 t 50 
4a 4.00 

Ue = ate 
61 3.00 
1014 1.00 
68 2.00 
16% : 
2156 2,00 
25% o 
55 (2.00 
415% 

951%, 7.9% 
% 
13% 

55% 

4% 

20% - 
1914 1.00 
73 11.75 
3% 
431, 2.40 
14%, 
105/g 
27% 
101%, 
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ge First U f Radi 
* 
Answers to Inquiries se oO aalo: 
bi | COMMUNICATIONS 
(Continued from page 232) 
Zl Di "4 . 7s E 
i $e and $1,010,650 respectively, more 
nay than double the total current liabil- 
12.80 ities. Careful consideration of the 
in situation leads us to believe that the 
ees present price of the shares of Mid- 
Continent has amply discounted the 
+ 80 anticipated decrease in earnings, and 
| “2 retention as a speculative venture is 
= advocated. 
60 
T 25 
t 10 National Cash Register Co. 
I have 50 National Cash Register bought | 
Pee last year at 35. I have been holding this is- 
T 50 sue for appreciation hoping to regain my large 
2.00 loss. Do you consider that it has better- 
ae than-average possibilities? What would you 
{1.00 advise?-—C. M. A., Hartford, Conn. 
+ 95 
2, es ; ; 
300 Continued declines in retail pur- 
a chasing power has caused a sharp 
decrease in the orders of National 
Cash Register. Gross domestic 2 bare be 
ne srs for the initial quarter of 1938 a ee ee — 
* .70 orders for the q first RCA Experimental Laboratory at Riverhead, Long Island—1919 
pr were 28.2% less than the total sus- ; 
11.80 : ; ; 
tained during the like quarter of 
2 1937. As a consequence, earnings 
Ke 4 for the initial period of 1938 Firsi in 
* amounted to only 37 cents per com- 
ae mon share (the sole capitalization - “ " 
‘i | of the company), against 50 cents | Reatdio Communications: RCA 


1.00 per share recorded during the initial 
100 quarter of 1937. Full year report for 
1938 will probably see earnings sub- 
stantially below those of 1937 due to 


‘so RADIO AGE vegan with radio communications. Practi- 
| cally all present day developments of radio, in broadcasting, and 

, 2 ‘ : all other directions, have grown out of communications research. 
continued declines in retail purchas- | Each advance in one branch of radio has contributed to the 


1.00 

100 = and retrenchment in the progress of other branches. Broadcasting has been the most con- 
a part of general industry. Neverthe- ical ae na Se ao an meee 
oa Se aelie siee Be gilliebe | spicuous radio service for a number of years, yet its success has 
50 mere not caused any lessening in the advance of older radio services 
50 enough to at least maintain the : : ) : 8 Rh wit on 
- $1 dividend rate on the common | ve - walsiaeeg ie koa eT ae 
00 issue. Witiniet Cash Register | - rom ~ ery aaening ” we nia ee organization. 
4 practically free from competition, he men who organized this company, and have since conducted 
— ‘Ithough most of the basic paten’s | it, have always been fully aware of the necessity for unceasing 
ry expired. This leadership is pos- exploration in the vast field opened up by radio’s pioneers. 

S05 sive through continued improve- Nearly twenty years of RCA research is the foundation for 
_ ment in its models to harmonize with the many ways in which RCA serves millions of people. 

‘00 bded oes rn J eg 


company rest upon the ability of the 2 0 3 p.m, B.D. 8. 1, over NBC Blue Network. 
engineering department to continue 
to make important changes in the 
company’s products. During the 
bo past few years replacement demand 
has accounted for a large part of 


operations and this has made for a | Radio Corporation of America 


good turnover in business and en- RADIO CITY, NEW YORK 


abled the company to maintain 
fairly good earnings. Given any im- 
provement in business later this 


RCA Manufacturing Co., Inc. Radiomarine Corporation of America RCA Institutes, Inc. 
National Broadcasting Company RCA Communications, Inc. 
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year, however, 1938 profits should 
not be too much lower than the 
$2.41 registered during 1937. The 
shares, in our opinion, are worth 
holding for price appreciation. 





Celanese Corp. of America 


I have been heartened by the recent pro- 
formance of Celanese as I hold 100 shares 
which cost me 32°%% in 1937. But I would be 
very grateful if you could give me as full a 
report as you can, discussing the dividend 
possibilities. Will the common be retarded 
by the new financing plan to issue deben- 


tures?—W. C. B., Providence, R. I. 


Celanese Corp. failed to earn its 
preferred dividend requirements in 
the initial quarter of 1938. For the 
three months ended March 31, 1938, 
a net income of $114,275 was re- 
corded, against net profit of $1,748,- 
$28 registered during the like quarter 
of 1937. This is a better showing, 
however, than the majority of the 
companies situated in the rayon in- 
dustry. Increasing popularity of the 
acetate yarns has been the reason 
why Celanese has been able to main- 
tain shipments. The drastic price 
reductions which took place in Jan- 
uary more than offset this good de- 
mand, however, hence the sharp de- 
cline in profits. A recent drop of 2 
cents per pound on all rayon yarns 
will also have an adverse effect up- 
on future profits of the concern. 
If the siockholders of the com- 
pany vote to issue the $20,000,000 
of debentures or other obligations 
of unsecured nature, we believe 
that it will ultimately be a good 
move for the company. The 
funds obtained will be used to retire 
bank loans and to improve plant 
facilities, which will enable the com- 
pany to instigate economies in opera- 
tions. This new financing should 
not have any material effect upon 
the standing of the common stock. 
The present capital setup of the 
company is somewhat unwieldy, 
there being outstanding 164,818 
shares of prior preferred, 148,179 
shares of first participating preferred 
and 1,000,000 common shares, plus 
the bank loans already mentioned. 
Nevertheless, the strong financial 
position of the company and the ex- 
cellent demand for its products 
places it in an enviable position in 
the industry. Furthermore, the lev- 
crage factor enjoyed by the common 
stock indicates the value of the 
shares on a price appreciation basis 
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in satisfactory market conditions. 
While we do not look for an early 
resumption of dividends on the com- 
mon, we still believe that the shares 
are suitable for inclusion in your 
longer term portfolio. 





Phelps Dodge Corp. 

We are undecided whether to hold 200 
Phelps Dodge which were bought as an in- 
flationary hedge at 501%. Kindly let us have 
your opinion on its investment status. Will 
the improved utility outlook help this com- 
pany? Your advice will be highly valued by 
an old subscriber —J. R. P., Boston, Mass. 


On a speculative basis, the shares 
of Phelps Dodge Corp. are among 
the more attractive issues in the non- 
ferrous metal industry. The com- 
pany’s ability to produce low cost 
copper has enabled _ satisfactory 
earnings for a long period of years, 
the company reporting a deficit in 
only one year (1932) since its or- 
ganization. For the year ended De- 
cember 31, 1937, $1.75 per share was 
registered on each of the 5,062,644 
shares of common stock (the only 
capitalization of the company) out- 
standing. This compares with $1.65 
per share sustained on the capital 
stock a year before. It is estimated 
that first quarter earnings will ap- 
proximate 35 cents per share. There 
is no comparison with the first quar- 
ter of 1937 as the company ordi- 
narily reports on a semi-annual basis. 
At the present time price of do- 
mestic copper is 9 cents a pound 
and Phelps Dodge can produce for 
around 7 cents a pound, a_ profit 
margin better than the average in 
this industry. Although at this 
time we cannot look for any sus- 
tained price rise in copper, any re- 
versal in the general business picture 
should allow increased profit’ mar- 
gins. During 1937 the company 
paid out $1.60 per share, but divi- 
dends this year must of necessity be 
considered on a contingency basis. 
Naturally, any increase in the pur- 
chasing power of utilities will tend 
to increase the rate of production of 
the company thus affording more 
leeway for profits. It is doubtful, 
however, that the present rate of 
production (output is now approx- 
imately 50% of last year’s) will be 
increased during the intermediate 
term. Viewed. however, from a 
longer term standpoint, the shares 
possess sufficient merit in our opin- 
ion to justify continued retention. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 





National Distillers Products Corp, 


Should I continue to hold National Djs. 
tillers bought at 31? What are the dividend 
prospects for this year? How is the stock 
likely to be affected by the proposed addi- 
tional revenue tax of 25 cents a gallon on 


whiskey?—M. A. F., Cleveland, Ohio. 


We are doubtful of the ability of 
National Distillers to pass along the 
entire increase in the Federal Excise 
Tax on liquor. However, the fact 
that the company now has on hand 
large quantities of matured whiskey 
which they may put on the market 
at satisfactory prices thus increas- 
ing the volume business of the com- 
pany tends to lend a stability to 
profits. This conclusion may be 
drawn from the fact that earnings for 
the initial quarter of 1938 amounted 
to 71 cents per share or approx- 
imately the same as the 70 cents per 
share registered during the initial 
three months of 1937. It is ex- 
pected that the industry as a whole 
will experience a lower volume of 
sales during 1938. Of course, this 
will ultimately have its effect upon 
the earnings of National Distillers. 
However, the company has accumu- 
lated in its warehouses a sizable sup- 
ply of bonded whiskey, which is now 
being made available for the first 
time since repeal. Profit margin on 
this grade of liquor is substantially 
larger than that on the standard 
brands, thus lending an optimistic 
note to complete 1938 results. Dur- 
ing 1937 $2.75 per share in dividends 
was paid. This was made possible 
by the $3.86 per share in earnings 
which was registered on the common 
stock of the company during the 
full year. This figure was compared 
to $3.81 per share recorded during 
the year of 1936. The company is 
simply capitalized, having only 2,- 
036,896 shares of common stock out- 
standing, which is preceded by 
funded debt of $14,431,000. Taking 
into consideration all the factors, re- 
tention of your holdings on an in- 
come basis is recommended. 





National Dairy Products Corp. 


What are the chances of price appreciation 
in the shares of National Dairy Products? 
My stock cost 25. Is the dividend secure? 
I understand a widening profit margin due to 
lower costs may readily cause a sharp runup 
in this stock—S. L. P., Kansas City, Mo. 


The main appeal to the shares of 
National Dairy Products lies in the 
security of income afforded rather 
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PACIFIC GAS AND ELECTRIC COMPANY 


ability of SAN FRANCISCO, CALIFORNIA 


along the 


ral Excise The properties of the Company and its subsidiaries constitute an interconnected system, located 





















































the fact entirely within the State of California and operated by a single management. For the past twenty-six 
| He years operations have been subject to regulation by the California State Railroad Commission. 
| Whiskey a - 4 - ; : ia 
key The Company operates electric generating plants having an installed capacity of 1,676,902 horse- 
e market I y ; I Ss ofr g Pp: y 
ineres power and is one of the largest producers and distributors of electricity in the United States. It also 
Teas- ‘ pagtie . ° < ! 
the cam ranks among the major distributors of natural gas in the country. On March 31, 1938, electric cus- 
bility. to tomers numbered 842,126, gas customers 594,064 and water and steam customers 11,673. 
may be In the year ended March 31, 1938, 69.7% of operating revenues were derived from sales of electric 
nings for energy, 29.0% from sales of gas, and 1.3% from minor activities. The well diversified character of the 
mounted Company’s business tends to stabilize earnings and also to permit of economical operation. 
approx- 
ents 
ita SUMMARY OF CONSOLIDATED INCOME AND DIVIDENDS ON CAPITAL STOCKS 
e initia 
is. ex- 12 Months to 12 Months to 
ee Mar. 31, 1938 Mar. 31, 1937 
a whole even peasant 
lume of Gross Revenue, including Miscellaneous Income - - - - : : - $101,086,100 $97,372,420 
se. this Operating Expenses, Taxes (except Federal income taxes) and Provision for 
. : 56 Depreciation, Insurance, Casualties, Uncollectible Accounts and Pensions = - - 60,491,040 55,573,083 
Ct upon nitieeeaemiiaaaas RE EEN Ee 
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than in the price appreciation possi- 
bilities. We do not mean to say that 
the shares will not show some appre- 
ciation from present levels, but are 
simply more concerned with the fact 
that the company has not failed to 
pay a dividend since its incorpora- 
tion in 1923. Although the com- 
pany has not reported for the initial 
quarter of 1938, it is anticipated 
that profits were close to Lhose regis- 
tered during the like period of the 
year 1937. 

The widening of profit margins, 
due to lower costs, which you speak 
of in your inquiry will undoubtedly 
be offset by declining purchasing 
power and lower prices for the 
manufactured products due to in- 
creasing supplies. There are, how- 
ever, other factors which must be 
considered in anticipating future 
profits of National Dairy. The most 
important of these is the strong 
trade position which the company 
enjoys and the increasing consumer 
acceptance of its line of cheese and 
well known brands of ice cream. For 
the entire year of 1937 the company 
registered $1.53 per share on its com- 
mon stock, against $2.01 per share 
a year earlier. This was more than 
ample enough to continue mainte- 
nance of the $1.20 dividend rate on 
the common stock. 

Looking toward the future, we 
find that the possibilities for con- 
tinuation of this rate are good. The 
company maintains a strong finan- 
cial position, enjoys a high position 
in its field and a stable demand for 
its products. These factors lead us to 
believe that the shares of National 
Dairy Products are excellent hold- 
ings in periods of recession such as 
we are experiencing at present, and 
full retention on an income basis is 
cents per share were sustained for 
advised. 





Minneapolis Moline Power 
implement Co. 


~. 


L have 200 shares Minneapolis Moline in 
my account. Will you kindly comment on its 
possibilities for enhancement over the inter- 
mediate term? Is there any new action pend- 
ing to clear up arrearages on the preferred 
stock? Do you believe this small company 
can meet the keen competition developing 
among farm implement makers?—C. E. S., 
Detroit, Michigan. 


Substantial improvement in farm 
income during 1936 and _ 1937 
enabled Minneapolis Moline Power 
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Implement Co. to register sharp 
gains in profits for the past fiscal 
year. For the fiscal period ending 
October 31, 1937, a net income of 
$1,525,000 or $1.26 per common 
share was registered. No direct 
comparison is available as the coza- 
pany only recently changed its year 
to end in October instead of Decem- 
ber. Earnings of $739,000 or 14 
cents per share were sustained for 
the year ended December 31, 
1936. The immediate future of 
the company, in regard to sales, 
appears to be favorable due to 
the advent of seasonal trade. The 
company has recently begun manu- 
facture of a new “Z’ tractor, which 
is understood to be meeting with 
fair success. Furthermore, a sales 
organization has just been completed 
in the Argentine and a new outlet 


has been established for sales in 
eastern Canada. 
These factors should aid future 


operations of the company. Stock- 
holders recently voted a change in 
the 700,000 shares of common stock, 
from no par to $1 par, thus releasing 
a capital credit surplus which will be 
applied against the existing operat- 
ing deficit. It is highly probable 
that profits for the present fiscal 
term will be lower than those shown 
last year. Even though earnings may 
be fairly well sustained this year, 
aided by bumper crop prospects, 
there is little hope for any dividend 
disbursement to be made on the 
common shares. 

As of May 1, 1938, cumulative ar- 
rears on the _ preferred _ issue 
amounted to $36 per share. As can 
be readily seen, this quite definitely 
removes the common issue from par- 
ticipation in earnings. Moreover, 
the company has dropped its pro- 
posed recapitalization plan and will 
undoubtely forego any new one until 
market conditions seem to justify 
the consideration. On the other 
hand, we find that the company’s 
financial position is strong (total 
current assets being compared to 
total current liabilities at the ratio 
of approximately five-and-a-half to 
one), and it enjoys a fairly strong 
trade position. 

With due consideration of these 
facts, we can take a constructive at- 
titude toward the issue and where 
the speculative risk is realized, rec- 
ommend retention of your shares on 
a price appreciation basis, for the 
longer term. 
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Germany from the Inside 











(Continued from page 211) 


officially stated that the individyal 
businessman is no longer free to 
decide what he wants to do but acts 
only as a mandatory of the whole 
nation. As a result of this attitude 
State influence has constantly jn. 
creased through regulation of prices 
and wages, control of the money and 
capital markets, direction of indus. 
trial development, control of indus. 
trial raw material supply, supervi- 
sion of sales, imports and exports, 
regulation of profits, prohibition of 
strikes, and other restrictions of 
commercial and economic life. 

Germany’s new economic system 
is incompatible with free trade in 
any form. The most-favored-nation 
clause in international trade agree. 
ments is looked upon as a symptom 
of the derided Liberalism. The re- 
sults of this policy in foreign trade 
have not been very satisfactory: in 
order to increase 1937 imports of 
the most essential commodities by 
16.9% over the previous year, it was 
necessary to expand the volume of 
exports by 26.0%. 

What may be left of Germany’s 
dependence on foreign markets after 
the accomplishment of the Four 
Year Plan is expected to be wiped 
out by the regaining of former colo- 
nies. All Germans are convinced 
that sooner or later the Reich will 
get back its old African possessions. 
According to the most recent esti- 
mates these would yield more than 
100% of Germany’s normal demand 
for sisal, some 60% of that for cocoa 
and bananas, 50% of mineral phos- 
phates and more than 10% of vege- 
table oil and oilseeds. 

Germany misses no opportunity 
to remind the world of her colonial 
claims and it appears, as indicated 
during Lord Halifax’ conversations 
in Berlin, that the Reich’s ambitions 
include also colonial territory not 
previously German. There is, more- 
over, a_ well-recognized _ pressure 
toward the economic penetration 
as well as a political control over 
the Balkans and South East Europe 
(the pre-war “Drang nach Osten’). 
The Danubian states are extremely 
important suppliers of raw materials 
essential to Germany: Hungary 
(foodstuffs), Czechoslovakia (met- 
als, agricultural products), Yugo- 
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savia (aluminum salt, copper, lum- 
ber), Bulgaria (tobacco, soya 
beans), Rumania (oil, wheat, corn). 
They are, too, of decisive strategic 
importance for the fulfillment of 
Germany’s hopes for the occupation 
of the Ukraine. The Reich’s posi- 


tion towards these countries has 
grown stronger from month to 
month. With the incorporation of 


Austria and the control over 600 
miles of the Danube, Germany dom- 
inates communications by road, 
river and rail for an area of South- 
Eastern Europe inhabited by 150 
millions of people. 

To understand the attitude of 
the German people it must be real- 
ized that the nation has had little 
political experience, nor is it espe- 
cially interested in politics. Since 
the Middle Ages German citizens 
have been accustomed to obey the 
orders of their superiors and to ex- 
act the same obedience from their 
inferiors. Personal freedom or indi- 
vidualism are not as highly appre- 
ciated as in other countries. The 
soldier or at least the uniform is 
the incarnation of Teutonic ideals. 
All these national characteristics 
have been cleverly exploited by the 
Nazi leaders. It must also be borne 
in mind that the strict censorship 
not only controls the text of every 
newspaper and magazine but pre- 
scribes also the tenor of all articles. 

No doubt the Third Reich 
many adversaries within its boun- 
daries but with the help of the 
Secret Police the government has 
been able to prevent co-operation 
among its opponents. There is ap- 
parently no danger for the dictators 
as long as the army is with them 
and at the present time the army 
needs Nazi support to prepare the 
public mind, especially among the 
working classes, for military service 
and to transform the economic and 
financial structure of the country 
for the requirements of a “totali- 
tarian’” war. Dr. Schacht had to 
resign as Minister of Economy be- 
cause he would not consent to the 
complete abolition of private capi- 
talism. Yet, the dismissal of 13 high 
officers of the army in February, 
1988—an event without precedent 
except in times of revolution—has 
made it obvious that difference of 
opinion exists in the army. This is 
a weak point in the Nazi regime; 
another is the Berlin-Rome axis, 
which is none reliable, and a 
third is the economic situation. At 
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THRU THE EYES OF SCIENCE 


scientists daily test and experiment 


@ The rigid specifications of Pure 
Oil products are safeguarded by 
constant checks at the Company’s 
seven modern refinery laboratories. 
But this is not enough. Findings and 
methods are rechecked at Pure Oil’s 
completely equipped Control and 


Research Laboratory where trained 


THE PURE OIL 


PRODUCERS, REFINERS, MARKETERS 


in their development of new and 
better products. Pure Oil's thirty- 
four year reputation for uniformly 
high quality is maintained through 
control of all operations from crude 
to finished products, and by looking 


ahead through the eyes of science. 


COMPANY, U.S.A. 


GEN’L OFFICES: 35 E. WACKER DR., CHICAGO 





the moment none of these factors 
justifies the expectation of a sudden 
fundamental change. Still, they 
show that there are manifold stress- 
es and strains behind the magnifi- 
cent authoritarian facade. In fact, 
Germany of today is less unified and 
less powerful than she would wish 
the world to believe. 

Hitler having achieved the one 
great ambition of his life with the 


- annexation of Austria might be en- 


couraged to embark upon other 
adventures. For he, like any other 
dictator, cannot afford to do noth- 
ing. Any pause in his march for- 
ward would give his many adver- 


saries an opportunity to undermine 
him. Of course, no official or un- 
official announcement emanating 
from the Party will fail to state 
that Germany wants nothing but 
the world’s peace. In this respect 
National Socialism follows Ger- 
many’s old established policy. Every- 
thing the Nazis say or do is in 
accordance with the doctrine of 
Frederick the Great, their great idol 
and preceptor: “The best method 
to conceal one’s secret ambitions is 
to display a peaceful attitude until 
the opportunity of revealing one’s 
cards approaches. All outstanding 
politicians have operated this way.” 
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For the moment Germany hesi- 
tates to attack Czechoslovakia for 
four reasons: First, the Czechs will 
fight and are confident that their 
excellent army could hold up a Ger- 
man invasion for some weeks, dur- 
ing which anything could happen; 
second, the German army is not yet 
prepared to risk the threat of in- 
volvement in a major European 
war, as was proven by certain defi- 
ciencies in its performance in the 
unopposed occupation of Austria: 
third, while betting on Britain’s re- 
luctance to fight for any Balkan 
country or for Russia, Germany 
does not know how long Britain 
could stay out of a war in which 
France was involved, and_ the 
French steadfastly reiterate that 
they will stand by their alliance 
with Czechoslovakia; fourth, Ger- 
many cannot be sure of Italian as- 
sistance or even of Italian neutrality. 

Nevertheless, from a longer view, 
all signs point to eventual war. The 
Germans want a victory that will 
wipe out all memory of their World 
War defeat. They want colonies. 
They want a vast territory in mid- 
dle and eastern Europe, including 
the Ukraine. They want more, in 
short, than they can get by peaceful 
negotiation. The most immediate 
obstacle in their path is Czecho- 
slovakia. It seems only a question 
of time before the show-down comes. 





Sterling Products, Inc. 





(Continued from page 227) 


of 95 cents each were distributed in 
1937 and an extra of 40 cents. while 
this year, regardless of the depres- 
sion, one can count on at least the 
regular quarterly and a strong pos- 
sibility that an extra of some sort 
will be paid before the year-end. 
This discussion which has con- 
cerned itself so much with goodwill 
would hardly be complete without 
some mention of a comparatively 
new development which promises to 
greatly affect not only Sterling Prod- 
ucts but all other manufacturers of 
proprietary medicines, cosmetics, 
trade-marked foodstuffs and the 
like. We refer to the remarkable 
growth which has taken place in the 
so-called Fair Trade Laws. Today, 
these laws are effective in the vast 
majority of the states, while the 
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Miller-Tydings Act, which was 
signed by President Roosevelt last 
year, greatly bolsters their effective- 
ness. These fair trade laws are de- 
signed to prevent price-cutting by 
making it possible for a manufac- 
turer to fix a level below which it is 
unlawful for a distributor to sell his 
goods. Primarily, the enactment of 
these laws was brought about by 
little dealers many of whom have 
been forced to the wall by  ineffi- 
ciency, or, what is virtually the same 
thing, an inability to exist on the 
lower profit margins satisfactory to 
their larger competitors. 

Sufficient time has not yet elapsed 
te clearly define the position of the 
manufacturer in regard to these fair 
trade laws. Taking Sterling Prod- 
ucts as a specific example: the retail 
price of some of the products of this 
company are protected wherever 
possible, while others are not and 
concerning yet others the company 
is still trying to make up its mind. 

Because it is the manufacturer 
that takes the initiative, it may be 
thought that he is fully dependent 
to do as he likes. This, however, is 
much less so than it might seem at 
first sight. Suppose there be two 
competitive brands of aspirin: one 
is price-fixed and the other is not. 
Then the retailer naturally pushes 
the former and keeps the other un- 
der the counter, only serving it on 
direct demand. There have been 
cases where the sales of a non-price- 
fixed brand have dropped so sharply 
because of dealer “sabotage” that the 
manufacturer was literally forced to 
join the forces of those who did fix 
prices. 

The attitude of Sterling Products 
undoubtedly is the attitude of most 
manufacturers of trade-marked 
goods. The company wants the deal- 
ers’ goodwill; wants those that han- 
dle its products to make money and 
sympathizes with the objectives of 
the laws they have had passed. On 
the other hand, the company knows 
as well as everyone else that “equi- 
table” prices under the fair trade 
laws mean higher prices and it also 
knows that higher prices generally 


mean a curtailed demand. Higher 
prices, moreover, mean increased 


competition from every direction. 
In New York City there is the 
example of R. H. Macy & Co. doing 
its very best to avoid handling any 
price-fixed products whatsoever. It 
has even gone so far as to run adver- 


tisements in the papers, one of which 
showed two similar bottles of alka- 
lizing tablets. A laboratory analysis 
of their respective contents was given 
and they were proved for all intents 
and purposes to be identical chem. 
ically. The fixed price for the one 
was displayed prominently and com- 
pared with the much lower price of 
Macy’s own. 

All this has made for complica- 
tions in the business of Sterling 
Products; has been the cause of 
much thought and possibly some dis- 
quiet. The end, however, is not yet, 
It may well be that the whole sys- 
tem of price-fixing will break down, 
possibly of its own weight, or possi- 
bly through action taken under the 
anti-trust laws. Only the other day, 
for example, a Federal Court sitting 
in Minneapolis held that chain stores 
could not be forced to maintain iden- 
tical prices in all units. 

While stockholders in Sterling 
Products need to keep watch over 
developments under the fair trade 
laws, they need to pay much less 
attention to general business condi- 
tions than the owners of most other 
companies, for this is an organiza- 
tion which has demonstrated an 
ability to make money in both good 
times and bad. Not that the com- 
mon stock of Sterling Products can 
promise one very much appreciation 
in price. It does, however, afford a 
generous and_ reasonably 
yield. 
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Gulf Oil, a Stake in the 
Future 





(Continued from page 214) 


conditions a more liberal dividend 
policy could be expected. 

Current liabilities at the end of 
1937 amounted to $40,000,000 and 
current assets to $158,000,000, with 
cash alone standing at $22,400,000. 
A total of $73,000,000 in other than 
current debts is outstanding, of 
which $1,000,000 matures this year 
and the balance between 1939 and 
1950. Against these items there is 
an arrangement recently completed 
with International Petroleum Co.. 
Ltd., selling excess crude production 
in Venezuela with deliveries begin- 
ning in January of this year and a 
down payment of $25,000,000. Hav- 
ing already sunk ten test wells, Gulf 
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plans to start an intensive cam- 

paign in the Lake Maracaibo region, 

with close to 250 wells as_ its 
eventual goal. 

One of the interesting figures 
among current assets is that of 
$8,851,730 in marketable securities. 
This includes 1,300,000 shares of 
Texas Gulf Sulphur with an actual 
market value of over $39,000,000. 
Acquired in exchange for a sulphur 
deposit which had come into Gulf’s 
hands, the Texas Gulf Sulphur stock 
has been paying a regular dividend 
of $2 with an extra last year of 
75 cents, adding $3,575,000 to in- 
come as well as bolstering the asset 
position. 

It has already been noted that 
1937 earnings amounted to just un- 
der $32,000,000, which compares 
with $26,356,000 in the previous 
year. In view of the general im- 
provement in the oil business during 
1937, some stockholders may have 
been disappointed with the moder- 
ate increase shown, but there is an 
explanation. Included in 1936 earn- 
ings was $5,474,355 of non-recurring 
income, mainly the profit on the sale 
of the South American Gulf Oil Co. 
Adjusting for this item, the increase 
in profits last year amounted to over 
50%. Now, if a gain of that size 
could be held, and added to during 
the next spell of prosperity, there 
would be no doubt that the 9,076,- 
202 shares of stock selling at ten 
times the 1937 earnings of $3.51 per 
share constitute a real bargain. 
Even though yielding less than 3% 
at its regular dividend rate of $1 
annually, the investment would be 
justified by the possibilities for 
growth of principal entirely apart 
from larger dividends. 

Unfortunately, neither the oil in- 
dustry in general nor Gulf in partic- 
ular can expect to maintain earning 
power intact during a slump such 
as the present. Gulf omitted divi- 
dends completely during four years 
of the last depression and reported 
sizable losses during the worst of 
those years. While the company’s 
position has been strengthened, there 
can be little doubt that under similar 
circumstances red figures would 
again appear in its reports. 

What is most feared in the oil 
industry is not loss of volume—the 
long uptrend in consumption past 
the 1929 highs has been reassuring 
on that score—so much as weakness 
in the price structure. The inde- 
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These words cannot 
be quoted too often! 





“The electrical development of America has only well 
| begun. 

“So long as there remains a single task being done 
by men and women which electricity could do as well, 
so long will that development be incomplete. 

“Great days are ahead...and electricity will have a great 
part to play, granted only that it can be unfettered, with full 
opportunity for the largest possible initiative and energy.”’ 


Thomas A. Edison 
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THE ELECTRIC STORAGE BATTERY CO. | THE BELL TELEPHONE COMPANY 
. The Directors have declared | OF CANADA 
Exide | 
| 

| 


plus of the Company a divi- 
dend of Fifty Cents ($.50) 
per share on the Common 
Stock and the Preferred Stock, payable 
June 30. 1988, to stockholders of record 
of both of these classes of stock at the close on the 23rd of June, 1938. 
of business on June 9, 1938. Checks will F. G. WEBBER, Secretary. 
iled. | erm ihe 
yrs H. C. Auzam, Secretery, | Montreal. - = 26th, — 
Philadelphia, May 20, 1938. 
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A Dividend of Two Per Cent (2%) has been 
declared payable on the 15th day of July, 1938 
to shareholders of record at the close of busincss 
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Common stock have been declared payable July Mining Corporation, payable June 15, 
| 1, 1938, to holders of record June 1, 1938. 1938, to stockholders of record at the close 
, ° STICKLE of business May 28, 1938. 
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pendent producers who are being 
pressed for cash must get rid of their 
crude as rapidly as proration laws 
will allow them, and the Government 
has shown its attitude toward sta- 
bilizing purchases on the part of the 
larger companies by prosecuting the 
men who were succeeding in doing 
what the N R A failed to do in many 
cases. The smaller refiners, faced 
with narrowing profit margins as re- 
tail prices weaken, cannot be blamed 
for attempting to retrieve their posi- 
tion by buying their crude supplies 
at the lowest price. Once the circle of 
price-cutting gets out of hand, the 
industry faces an unsettled period 
which will bring its own cure, but 
only after a tedious recovery process. 

The financial strength and the 
relative importance of the independ- 
ent producers have a great deal to 
do with the immediate course of oil 
prices. At the bottom of the last 
depression Mr. C. B. Ames, testify- 
ing for the American Petroleum In- 
stitute, told a Congressional com- 
mittee that the difference between 
an independent and a major com- 
pany was that “the major company 
is broke, but the banks do not know 
it, while the independent does not 
know he is broke, but the banks do.” 
There has been a distinct tendency 


since then for much of the produc- 
tive capacity to find its way into 
stronger hands, reducing the pros- 
pect of forced sales; and the success 
to date of the restrictions on pro- 
duction is a further force toward 
orderly marketing. 

Stocks of gasoline have been built 
up to the point where they totaled 
ninety million barrels at the end of 
April, but crude in storage has been 
kept well in hand. As the heavy 
consumption season progresses, there 
will be more determined efforts to 
reduce the amount of inventories, 
and the figures on runs to stills will 
compare poorly with those of a year 
ago. Crude oil stocks have already 
started a pronounced decline, how- 
ever, and provided consumption 
comes up to expectations no diffi- 
culty should be experienced in keep- 
ing these figures in line. Gulf showed 
a large increase in inventories at the 
year end, pointing out at the same 
time that the jump was in propor- 
tion to the expansion in sales. 

In the final anlysis, of course, it 
will be sales that determine the 
broad trend of profits. A noticeable 
lag has occurred in the past between 
a drop in national prosperity and a 
falling off in the consumption of oil 
products. There has been no oppor- 
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ACTIVE ISSUES 
Quotations as of Recent Date 


1938 
Price Range 
——_——_——.. Recent 
Name and Dividend High Low Price 


Alum. Co. of Amer.... .. 98 50 75 
Amer. Cyanamid B (.60) 151% 
Amer. Gas & Elec. (1.40) 19%, 
Amer, Lt. & Tr. (1.20) 14% 10 125 


Amer. Superpower. . . 1% % %, 
Assoc. Gas & Elec. “A” 1¥% Ye % 
Ark. Nat. Gas “A” ; 4 24%, 2%, 
Carrier Corp........ Lal aie 32 17% 20% 
Cities Service (new) 11 Ty, 8, 
Cities Service Pfd... . 41% 2% 371% 
Colum. Oil & Gas.... 452 2%, 3%, 
Consol. Gas Balt. (3.60) 70 55 68 

Creole Petroleum (*.50) 271% 171% 19 

Eagle Picher Lead... 13% 7 8 


Elec. Bond & Share 
Elec. Bond & Share Pfd. (6) 59 42 50 
Ford Mot. of Can "A" (1) 
Glen Alden Coal (7.121) 6%, 43, 4%, 
Gulf Oil of Pa. (7.25) 
Hecla Mining... 


Humble Oil (7.75) 70 56 62 
Imperial Oil (*.50) 19% 15 17 
fron Fireman (1.20) 154% 11% 12 
Jones & Laughlin 431%, * 21 24% 


1938 
Price Range 
—————. Recent 
Name and Dividend High Low Price 
Lake Shore Mines (4)........ 5812 45%2 49% 


a ae 10% 55 9% 


Molybdenum............... 6% 31% 3% 
National Bellas Hess......... 1 Ve Ye 
Newmont Mining (71.00)..... 72 42 51% 
Niagara Hudson Power....... 814 51 6% 
Niles-Bement-Pond (41.00)... 38% 24%, 28 
No. Am. Rayon “*A"........ 24 12% 16 
Pan-Amer. Airways (1.25).... 199%, 121% 12% 
aS ee rere 13 3%, 4%, 
Pennroad Corp.............. 23, 1% 1% 
Pepperel Mfg.............. 77 5454, 54354 
Pitts. Pl. Glass (7.50) oie 55 70 
St. Regis Paper...... ee 4, Qi, 25 
Sherwin-Williams (11.50) 95 66 75 
Technicolo: (+.50)....... . 244% 144, 21%, 
United Gas Corp..... 5% 2%, 3 
United Lt. & Pwr. “A”... 3¥% 1% 2g 


26% 13% 
83g 6% 1% 


United Lt. & Pwr. Cv. PF 
Wright-Hargreaves (*.40) 

t Paid this year. 

* Not including extras. 


t Paid last year. 
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tunity since the industry attained its 
present size to test the effect of a 
one or two year slump in general 
business conditions, but it is ep- 
tirely logical to assume that resist- 
ance to the present decline will be 
equally as stubborn as to the previ- 
ous one and recovery in retail sales 
prompter, if anything. 

Large inventories have been built 
up deliberately, and not through 
necessity, by the stronger companies 
which will have no difficulty in re- 
ducing them when policy so dictates, 
The mere existence of heavy supplies 
of gasoline in refiners’ hands could 
not of itself disrupt the industry's 
earning power, without the wide- 
spread fear that crude prices will 
break as they did in the last depres- 
sion. Given any encouragement on 
this score, the statistical position 
would require very little change to 
be considered entirely healihy. 

At the same time, it must be re- 
alized that the psychological factors 
affecting the industry are a potent 
force in the stock market as well 
and can, over the shorter term at 
least, depress even the soundest of 
issues. Weakness in other commodi- 
ties may never spread to petroleum, 
but while prices in general remain 
under suspicion there will be a ten- 
dency to defer purchases of such 
stocks as Gulf Oil on the chance that 
it may be acquired at a lower level. 
Thus, although on long-term pros- 
pects Gulf must be given a high rat- 
ing, the imponderables in the imme- 
diate situation may be in control for 
several months to come. The atti- 
tude taken by Mr. Bryan in a recent 
article (THe Macazine or Wa. 
Srreet, March 12, 1938), discussing 
the oils as a group still appears emi- 
nently logical: for the long term, 
optimism; for the near term, caution. 





Shrunken Values Are 
Investor's Opportunity 





(Continued from page 217) 


sector of the industrial map so that 
a ragged and uneven recovery will 
not be a handicap. Running rough- 
ly over the issues named, it can be 
seen that they represent prominent 
factors in steel, oil, farm and elec- 
trical equipment, paper, moving 
pictures, communications, aircraft, 
copper, nickel, and security financ- 
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ing. It is difficult to imagine any 
substantial part of this list being 
left behind ever a halting business 
recovery. 

No dividends are now being paid 
on the Republic Steel preferred, and 
none can be relied upon during the 
immediate future, since this issue is 
preceded by a sizable funded debt 
aod another preferred issue on which 
payments have also been suspended. 
Large earnings in the two years 1936 
and 1937 permitted the company to 
pay a total of $30 a share on the 
old preferred in current and accumu- 
lated dividends, leaving arrears of 
$15 a share on April 1 of this year. 
Improvement in the steel business 
would bring much higher prices for 
this speculative issue and such 
gains, rather than possible divi- 
dends, are the object in purchas- 
ing it. 

The proposal of the SEC head 
that all brokers use a central brok- 
ers’ trust company to care for their 
securities has unfavorable implica- 
tions for American Bank Note. It 
is possible that such a method would 
lead to less active transferring of 
stock certificates and to a drop in 
the engraving business. American 
Bank Note, however, will gain so 
directly from a restoration of a free 
capital market which seems to be 
in the offing that the stock appears 
attractive despite the present low 
volume of business and the chance 
that SEC plans may work slightly 
against the company. 

International Telephone common 
stock is included in the list under 
discussion with the same motives 
and the same reservations as in the 
case of the bonds. Earnings in 1937 
amounted to $1.60 per common 
share and the first quarter of the 
current year is understood to have 
witnessed further progress in re- 
gaining earning power. A settlement 
of the Spanish conflict and a defi- 
nite end to European tension would 
have a vital effect on the stock. 
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the relief rolls and put the workers 
back into honest jobs where they 
would much prefer to be. 

“In other words,” he says, “would 
it not be well to stop penalizing 
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gencies. 


Sixty Wall Street 





FACING THE RESPONSIBILITY | 
& 


The maintenance of service under any and all con- 
ditions, the ability to attain peak load on short notice, 
concern for the well-being, the health and the very lives 
of its customers—these are some of the responsibilities 
of the public utility company. 


In common with the industry as a whole, the public 
utility subsidiaries of Cities Service Power & Light Com- 
pany have met this grave responsibility. 
that none of the economies made necessary in recent years 
has been permitted in any way to affect the organization’s 
capacity for adequate service or its preparedness in emer- 


CITIES SERVICE POWER & LIGHT 
COMPANY 


—= 


It is significant 


New York | 
—— 











business for being successful in the 
past and reward them through the 
agency of the power to tax for re- 
turning to that success. This sounds 
like a paradox but it can be done. 

“Suppose the Government should 
say to industry something like this: 
‘Whenever and wherever you can 
show that vou have spent capital 
whether it be undivided profits, 
capital gains or new capital invested 
or borrowed for expansion of your 
business, the replacement of obso- 
lete machinery, or in any other way 
which provides additional employ- 
ment somewhere along the line of 
production and_ distribution the 
Government will credit vou on the 
basis of the depreciated amount on 
vour tax bill.’ 

“This procedure would seem 
highly desirable not alone because 
of its incentive to greater employ- 
ment of labor but because of the 
vital need of lower selling prices as 
well. Then, too, it would encourage 
the capital goods industry that so 
frequently lags behind. Isn’t it con- 
ceivable that industry would much 
prefer to employ the money in in- 
creased production than turn it over 
to the Government to be used for 
relief work allocated altogether too 
often with an eye to political expe- 
ciency? 

“And the result? This same 
money which is being handed out 
in relief payments would go into 
pay envelopes every weekend—hon- 
est wages for an honest week’s work. 


The wheels of industry would begin 
humming again, purchasing power 
would increase thereby calling for 
more production, the national in- 
come would steadily increase, addi- 
tions would be made to the national 
wealth, unemployment would rap- 
idly decline and in a very short time 
the depression would be forgotten.” 
But most important of all—such 
a provision written into the law and 
made a part of our Federal tax pol- 
icy would permanently restore that 
confidence on the part of business 
and industry without which there 
can be no permanent recovery. 
The electric utility industry is 
sound. It knows exactly where it 
will go if given the opportunity. 
All that is needed is confidence in 
its relations with the Federal Gov- 
ernment. Then it will have no diffi- 
culty in going ahead under a full 
head of steam, catching up with 
its program, releasing large amounts 
of unemployed capital. Industry, as 
a whole, will quickly follow its lead. 
Meanwhile, however. most utility 
security holders must remain on the 
anxious seat although, of course, the 
degree of anxiety varies. Holders of 
senior obligations of sound organi- 
zations are amply protected. Their 
income is secure in most cases, and 
in the event of Government pur- 
chase they would fare far better 
than common stockholders. 
If they hold anything lower than 
highest grade issues—second grade 
bonds and_ preferreds—they of 
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course have experienced heavy de- 
preciation in principal. Nor is the 
prospect of recovery immediate 
without a radical change in Gov- 
ernment policy; although the rising 
demand for second grade bonds may 
carry them further than at present. 
A year or more ago a sharp dis- 
tinction between far flung holding 
companies and operating companies 
or closely knit holding companies 
was necessary. Today the distinc- 
tion, from the security holder’s 
standpoint, is less marked. While 
it is true that the investor in either 
the operating company, or holding 
company whose properties are in 
adjacent territory, has still some- 
what the edge in safety, the pros- 
pect of subsidiary swapping or sale 
of units which might make the 
widely distributed holding company 
more compact, is encouraging to se- 
curity holders in this more vulner- 
able type of holding company. 





Business Could Be Worse 
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—half free. Meanwhile. however, 
the stakes are such that there is 
virtually no limit to what this Ad- 
ministration would do, if necessary, 
to halt the depression within the 
near future and to assure some up- 





turn before November elections. 

Coming to point No. 3, the pres- 
ent farm distress is not remotely 
comparable to the devastating agri- 
cultural crisis of 1932. Prices are 
down sharply from the 1937 high 
but this decline will be partially off- 
set by larger crops. The chances 
are that cash farm income this year 
will be between $7,000,000,000 and 
$7,500,000,000, as compared with 
approximately —$8,500,000,000 last 
year, but the reduced figure looks 
very good against the low of $4,328,- 
000,000 in 1932. It appears likely 
al least to approximate the farm in- 
come of 1935, a performance that 
many industrial corporations would 
like to match. 

Finally, all the evidence suggests 
that we have seen not the end of ¢ 
construction cycle but merely a 
sharp reaction. It is highly signifi- 
cant that the volume of residential 
building has declined relatively less 
than has total output of durable 
goods. The relationship was the re- 
verse of this in the 1929-1933 de- 
pression. Under existing handicaps, 
a residential building trend superior 
to the general trend of durable 
goods would not be possible unless 
there were powerful underlying fac- 
tors of necessity and support. 

In the summer business prospect 
the most adverse single factor ap- 
pears to be the automobile outlook, 
necessarily affects vitally 
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such industries as steel, copper, rub- 
ber tires. certain branches of tex. 
tiles, etc. May production is estj- 
mated at not more than 200,009 
cars, as compared with 540,000 a 
vear ago. Sales at retail have shown 
an increasing rate of decline from 
a year ago. For the first quarter the 
shrinkage was 46%. For April it 
was 50%. For the first half of May 
it appears to have been around 53%, 

Even though allowance is made 
in all composite business indexes for 
seasonal decline in motor output 
from April through the summer, the 
indicated decline of substantially 
more than seasonal proportions will 
prove a heavy weight. This indus- 
try plays so large a part in our total 
economy that its extended summer 
shutdown probably will mark the 
bottom of the “recession” which 
some unkindly souls know as the 
“Roosevelt depression.” 
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with any sort of mental flexibility 
among the electorate, the extent of 


the revolt would insure an _ anti- 
New Deal result next fall. More- 


over, Mr. Pepper’s chief backers do 
not interpret his reelection as an 
Administration endorsement, and 





DIVIDENDS RECENTLY DECLARED 








Corporation Rate Period 

Acme Steel.......... . 1.00 Q 
Add g h-M tig Pp ? 1.40 Q 
Alabama Great Southern R.R. 3.00 — 
Alpha Portland Cement. 1.00 Q 
American Chain & Cable 0.15 

American Chicle........ 4.00 Q 
American Chicle........ 0.50 Ex 
Atlas Powder........ 0.50 

Bangor & Aroostook R.R 2.50 Q 
Bangor & Aroostook R.R. Pid 5.00 Q 
Bethlehem Steel 7% Pfd 7.00 Q 
Bethlehem Steel 5% Pfd 5.00 Q 
Buckeye Pipe Line 0.50 
Chesebrough Mfg....... 4.00 Q 
Chesebrough Mfg Lae 0.50 Ex 
Chicago Rivet & Machine 0.10 - 
Chickasha Cotton Oil.. 0.25 

du Pont de Nemours. . 0.50 

Eastman Kodak....... : 6.00 Q 
Eastman Kodak Pfd.... 5 7.00 Q 
Ford Motor of Canada Class A 1.00 Q 
Ford Motor of Canada Class B 1.00 Q 
Hiram Walker-Gooderham & Worts. 4.00 Q 
Hudson Bay Mining & Smeltir-g 0.75 . 
Humble Oi! & Refining 0.371% 
International Nickel 0.50 
Kennecott Copper ee 0.25 
Kresge (S. S.) Co : 0.30 


Stock of Stock of 

Record Payable Corporation Rate Period Record Payable 
5/26 6/11 Lake Shore Mines 4.00 Q 6/ 6/15 
6/2 6/22 Lehn & Fink Products 0.20 — 6/1 6/14 
5/31 6/28 Lily Tulip Cup. .... 1.50 Q 6/1 6/15 
6/1 6/25 Louisiana Land & Exr!craticn . 0.40 Q 6/1 6/15 
6/3 6/15 Louisville Gas & Electric Class A 1.50 Q 5/31 6/25 
6/1 6/15 Magma Copper..... 0.35 — 5/28 6/15 
6/1 6/15 Monsanto Chemical... . 2.00 Q 6/1 6/15 
5/31 6/10 National Dairy Products. . 1.20 Q 6/1 7/1 
5/31 71 National Dairy Products A Pfd 7.00 Q 6/1 7/1 
5/31 71 Newmont Mining. 0.50 —- 5/28 6/15 
6/3 7/1 Norfolk & Western 10.00 Q 5/31 6/18 
6/3 71 Ohio Oil 6% Pfd. . 6.00 Q 5/31 6/15 
5/27 6/15 Otis Elevator....... mh 0.15 - 5/27 6/20 
6/3 6/27 Otis Steel $5.50 Cenv. Pfd 5.50 Q 6/1 6/15 
6/3 6/27 Penick & Ford........ 0.75 : 6/1 6/15 
5/28 6/15 Phelps Dodge Corp. . : 0.15 5/24 6/10 
5/95 6/15 Public Service of New Jersey 0.50 - 6/1 6/30 
5/93 614 Seaboard Oil. 1.00 Q 6/1 6/15 
6/4 71 Sun Oil...... 1.00 Qo 5/25 6/15 
6/4 71 Sutherland Paper 1.60 Q 6/4 6/15 
5/28 6/18 Technicolor... . 0.50 — 6/1 6/15 
5/28 6/18 Texas Gulf Sulphur 0.50 — 6/1 6/15 
6/4 6/15 United Aircraft 0.50 - 6/1 6/15 
5/97 6/27 United States Tobacco (new) 1.25 Q 5/31 6/15 
611 11 Wright-Hargreaves Mines. . 0.40 Q 5/23 7/1 
531 6/30 Wright-Hargreaves Mines 0.05 Ex 5/23 7/1 
6,3 6/30 C—Quarterly. Ex—E€xtra. 

61 6 13 All designations are common stocks unless otherwise noted. 
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Third Large Printing 
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TIMING— 


When to Buy and Sell in Today’s Markets 
By John Durand, Stock Market Technician 


160 pages, 5 x 714, flexible leatherette binding 


Two large printings, presumably a year’s supply, were quickly exhausted, and 
orders piling up forced us back to press for a third large printing, now available. 
[hats the response accorded this practical. highly usefal text that tells you just 
It is definitely a HOW-TO book . . 
ing you particularly in that most important element of successful investment and 


trading WHEN TO BUY, and WHEN TO SELL. 


how to proceed in current markets. . coach- 


A Product of 


PARTIAL CONTENTS— The Magazine of Wall Street 


TODAY’S ECONOMIC 

SETTING 

—Outlook for balance of 1938 
with proper “Timing” of 
commitments as the great 
prerequisite to investment 

and trading profits. 


I. Understanding Modern 


Markets. 
Il. Charts — Their Use, Ad- 
vantages and Limitations. 
III. When to Buy and When 
to Sell. 


IV. Mechanics of the Market. 


V. Selecting Industries and 
Individual Issues. 


THE CASE HISTORY 
METHOD 


This method demonstrates 
how underlying technical fac- 
tors determine security move- 
ments. Eight practical, well 
div-zsified examples are given 
as :oilows: 


the anticipation of market trends. 
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Between the covers of this book is concentrated much of the combined 
experience of our large staff of specialists, brought together and set 
down for you in easily understood terms by one of our ablest technicians. 
Mr. John Durand. Here we give you a digest of our extensive knowl- 
edge of the factors that determine market movements, and of our re- 
search backed by thirty years experience in arriving at  tried-and- 
proven methods. We are taking you behind the scenes and telling for 
the first time many of the principles followed by our organization in 
The rules of successful investing 
and trading are not only laid down for you, but in the section giving 
“Case Histories” you are shown how to apply these rules for your profit. 
This is a book you should own, and use. Would you like a copy FREE? 


Although priced separately at $3, you may secure a copy FREE 
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they have so informed him. 

Nor was Oregon an untarnished 
augury of New Deal sunshine in 
November, though glorified as 
such for obvious reasons. Here 
again the winning  candidate— 
Henry L. Hess—had Administra- 
tion blessing. As did Mr. Pepper, 
he promised everything in sight to 
everybody in sight. Moreover, both 
the CTO and the A F of L support- 
ed him out of resentment for the 
anti-labor attitude and activities of 
Governor Charles Martin. Though 
they ganged up behind Mr. Hess, 
and campaigned intensively because 
of the number and virulence of labor 
disputes in the state, the Governoi 
was defeated: by a narrow margin. 

Other considerations strip the re- 
sult of its advertised significance. 
A hard-boiled, former Major Gen- 
eral dubbed “Old Iron Pants,” Mr. 
Martin has always had a genius for 
making enemies, even when he 
meant well. He bucked the local 
public power patriots, though know- 
ing that his side was unpopular. In 
the rural districts he swept far 
ahead of his pro-labor, pro-New 
Deal -rival, losing out largely be- 
cause of defections in cities torn by 
industrial warfare he would not tol- 


erate. Lastly, the Republican: 
polled a surprisingly large vote 
With prospective support — fror 
Martin friends next Novembe 


they may take control of the stat 

The suggestion that Congress h 
swung toward Mr. Roosevelt in 
action to primary pressure does : 
withstand examination. The ide 
born of its new friendliness tow 
the revived wage-and-hour bill. 
acceptance of the recovery me: 
almost in the form he proposec 
last-minute compromise on th 
program. In addition, certai 
ures once extremely vocal in 
cism have piped down a bit. 

It must be realized, howeve 
the present version of the wa 
hour proposition is radicall: 
ent from the original schem 
men working only a few 
week, the new proposal fe 
hour week few 
Capitol Hill. 

As to Congressional he 
the recovery measure, th 
simple explanation havin 
to do with Mr. Rooseve! 
or popularity—namely, 7 
ever voted against a m 
a reelection year. Thei 


arouses 
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limit presidential power in distrib- 
uting projects and funds derives 
from an easily understandable emo- 
tion. If the program does not pro- 
duce better times by fall, any 
amendments on Capitol Hill would 
then be cited by the President as 
responsible for the breakdown. 
From their selfish standpoint, it is 
smarter politics to pass the buck to 
the man in the White House. 
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and miscellaneous household appa- 
ratus would play an important part 
in putting the larger load on the 
lines. In other words, on the side of 
recovery it is an ascending spiral in 
which everything reacts favorably 
on everything else, just as on the 
side of recession it is a descending 
spiral in which everything reacts 
unfavorably on everything else. Ex- 
ceptional though they be in many 
ways, General Electric and West- 
inghouse are not so exceptional that 
they can break out of either the 
ascending or descending spiral. 
What they can do, however, and 
undoubtedly will do, is to weather 
the storm and emerge with their 
respective organizations intact and 
ready to take full advantage of the 
‘urn when it It is hard to 
"ar and cents value on such 
oor certainly 


+t 


comes. 





